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Announcing Publication A 


MARKETING BEHAVIOR AND EXECUTIVE ACTION 
By WROE ALDERSON, Alderson and Sessions 
pproach to marketing theory is organized into three major sections. Part I 


theory, presenting a generalized picture of the marketing environment in which the executive 
will develop his plans and make his decisions. Part III is devoted to principles of action which 
have general validity in the management of marketing operations. Ready in F . About 
54° pages. 


MARKETING MANAGEMENT: Analysis and Decision 
By JOHN A. HOWARD, University of Chicago 


All the facets of marketing are brought together in this new text for advanced undergraduate 
marketing courses such as Marketing Policies, Marketing Administration, Sales Administration, 


around the function of the company's top marketing executive, who is portrayed as having 
at his command certain tools or alternatives. His specific choice is the alternative that, ac- 
cording to his estimates, will yield the maximum contribution to company profits. Ready in 
February. About 500 pages. 


ADVERTISING TO BUSINESS 


By ROLAND B. SMITH, University of Connecticut 


This new basic text for courses in Industrial Advertising has been written to meet the growing 
need for up-to-date material in this field. Its purpose is to help college students understand and 
appreciate the vital part industrial advertising plays in business and the opportunities and chal- 
lenges it offers as a career. In addition, the book provides a theoretical and analytical foundation 
for the techniques described and deals with a number of management problems encountered in 
industrial advertising, including budgeting and industrial publicity. The style of writing is clear, 
straightforward, and informative. Ready in February. About 500 pages. 


BUSINESS REPORT WRITING 


By ROBERT D. HAY, University of Arkansas, and RAYMOND V, LESIKAR, Louisiana State 
University 

Designed for text use in courses in Business Report Writing, this new book presents the basic 
principles of business reporting which logically include more than just the actual writing of re- 
ports. It recognizes that reports should be written with the thought that they are tools of manage- 
ment and includes some theory underlying effective reporting. Yet the authors do not neglect 
the practical aspects. The text material is illustrated with many actual examples of business 
reports and use is made of graphs and pictures to simplify, explain, and emphasize the principles 
and standards which are presented. Ready in January. About 375 pages. 
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lays down the foundation of functionalism, building up a comprehensive view of group be- 
havior and drawing upon such varied fields as sociology, psychology, anthropology, and political 
science for the elements of a theory of group behavior. Part II is the core of the functional 
and Marketing Management. By setting the discussion in the framework of a dynamic economy, 
the marketing operation is integrated into its economic environment. The book is oriented 
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20-20 vision 
for the eye around the corner 


Nearly everybody has ideas. Big ones. Bright 
ones. So it follows that right now, most market- 
ing executives ought to be serenely in control 
of 1957's opening operations. 

Too many executives aren't. Worries nag 
them. Unknowns beset them. And, occasion- 
ally, regrets. How come? Not all ideas scale in 
at equal weight. Or, somebody else has scur- 
ried to the marketplace with the same idea. 
And the absolutely colossal idea? Nightmare 
of nightmares! That idea never went into play. 


You're seeing a preview of the morning after, 
in today's scramble for convenience products, 
larger packages, smaller packages, multiple 
packs. In scattered excursions into collapsible 
tube packaging of foods. In lush promises, as 
toll for shelf space that supermarkets tag at $11 
per linear inch—Lieet come, first served. 


Never has time been so precious, or the need 
for fast reports on test market operations more 
critical—to the marketer with an IDEA. 


Small wonder that research directors of 208 
leading marketers and advertising agencies 
turn to Selling Research—for the fastest reports 
in tailor made store audit! 


Within 7 days of receipt of your order, Sell- 
ing Research field work begins. Concurrently, 
regional and traveling supervisors certify your 
data. Within 10 days of completion of field 
work, the validated report is in your hands. 


But there's reason beyond this, for calling in 
Selling Research. You choose the test moos ba 
Any of 199 key markets in the United States, 
with 8,130 key stores covered by 490 a 
enced auditors. Any of 18 key markets in Can- 
ada, Any other market you require, in either 
country. And, any sales territory, regional dis- 
trict, or metro county area. 


Before you back that next idea, test it—with 
the help of the nation’s no. 1 tailor made store 
audit organization. Get the facts today. 


GROCERY APPLIANCE CONFECTIONERY 
Your FASTEST reports on merchandise DRUG SOFT GOODS STATIONERY 
movement come from Selling Research LiQuOR HARDWARE VARIETY 


JEWELRY AUTOMOTIVE DEPARTMENT 


96 Liberty Street, New York 6, N.Y. Selling Research, Inc. 
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Selected RONALD Books 


Ready in March « « « the Sixth Edition of 


Principles of Marketing 


THEODORE N. BECKMAN, HAROLD H. MAYNARD, and 
WILLIAM R. DAVIDSON — all of The Ohio State University 


NOW—completely up to date—the famous textbook acclaimed in colleges 
and universities from coast to coast for more than 25, years. This Sixth Edition 
of PRINCIPLES OF MARKETING surveys the whole field of marketing 
from a social point of view, giving students a basic understanding of this 


important subject. 


Incorporating new material on such top- 
ics as shopping centers, discount houses, 
nonstore retailing, vending machine 
merchandising, etc., the Sixth Edition 
gives increased stress to the dynamics of 
marketing. After introducing the student 
to the basic principles of marketing, the 
book then provides an analysis of con- 
sumers and their characteristics. It dis- 
cusses retailing 


institutions, analyzes 


each of the fundamental marketing func- 
tions, examines selected major marketing 
policies, and details some social aspects 
of marketing. Throughout, the book 
probes the “why” of the subject to pro- 
vide the student with a realistic treat- 
ment of each phase of marketing in a 
balanced modern perspective. Includes 
many new questions and problems. 


Highlights of the Sixth Edition— 


© Presents a clear-cut picture of the development and present 


status of our marketing system. 


@ Critically analyzes the marketing task, the essential functions 
performed in marketing, and the varied types of institutions 


performing them. 


Examines the major policies that underlie the various activities of 
marketing institutions, with emphasis on the business, economic, 
and social implications of such policies. 


Enables students to understand numerous controversial ques- 
tions arising out of the performance of marketing functions. 


Provides the basic tools and necessary background for advanced 


work. 


35 illustrations, tables; approx. 685 pages. 
Instructor’s Manual available 
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in the Field of Marketing 


Ready in February . . . the Third Edition of 


Sales Management 


HAROLD H. MAYNARD and JAMES H. DAVIS 
—both of The Ohio State University 


Up-to-the-minute Third Edition of this 
authoritative textbook evaluates the prin- 
ciples, procedures, and policies involved 
in the practice of scientific sales adminis- 
tration. The functions of the sales execu- 
tive are covered clearly and in detail. Book 
employs specific examples from the best 
current sales practice to illustrate the basic 
principles underlying sales organization, 


training and operation of a successful 
sales force, market research and sales fore- 
casting, and distribution costs and budg- 
ets. Stresses the development of the sales 
manager as a major marketing executive. 
Book includes a section on break-even 
analysis in sales planning plus many new 
case problems and questions. Instructor's 
Manual available. 55 ills., tables; 524 pp. 


How to Build Profit Value 


in Your Sales Dollars 
JOHN D. CORRIGAN, Managing Director, The Executives Institute 


Explains the profit-power formula for get- 
ting maximum income at lowest cost of 
sales, how to apply the break-even chart 
technique to analyze company policies 
and selling methods. Covers training and 
supervision of salesmen, budgeting, set- 
ting quotas, sales territories, adjusting 


Selling Forces 


DONALD M. HOBART and J. P. WOOD 
—both The Curtis Publishing Company 


This compact book presents a clear, usable 
approach to efficient, profitable marketing. 
Surveying the main selling forces com- 
manded by American business, it covers 
the principles and practices of distribu- 
tion, defines the various types of markets, 
and recommends proved ways to reach 


15 East 26th Street, New York 10, N. Y. 


product price and selling policy. “. . 
based on solid experience and sound con- 
cepts of motivation, communication, and 
human relations.”—Robert A. Whitney, 
President, National Executives, Inc. 

17 ills.; 242 pp. 


them. Includes helpful case examples. “A 
stimulating appraisal of present selling 
forces . . . ‘must’ reading for anyone go- 
ing into advertising and selling.”—Paul 
Nystrom, Emeritus, Columbia University. 

14 ills.; 299 pp. 
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Selected RONALD Books 
Media Planning in 


Advertising — Ready in April 
LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc.; 


RICHARD S. LESSLER, Grey Advertising Agency; and 
WILLIAM M. WEILBACHER, Dancer-Fitzgerald-Sample, Inc. 


This new book offers students a sound, MEDIA PLANNING IN ADVERTIS- 


authoritative discussion of the media de- 
cision-making process. It shows how to 
formulate marketing strategy for advertis- 
ing media both as a statement of future 
intent and as a regulator of media deci- 
sions. The book summarizes media re- 
search, interprets important media charac- 
teristics, and outlines the basic 
competitive, marketing, and media fac- 
tors which affect strategies and selections. 


ING fully discusses measurement of audi- 
ences of various media; the nature of 
exposure to successive medium units; the 
qualitative characteristics of media audi- 
ences; various bases upon which budgets 
can be determined; internal medium fac- 
tors; media prices; and the determination 
of relative medium efficiency. 


approx. 375 pp. 


Cooperative Advertising 


MOSHER STORY HUTCHINS, formerly President and Chairman of 
the Board, Hutchins Advertising Company, Inc. 


Describes and explains all types of cooper- 
ative advertising, analyzing the advantages 
and disadvantages for every major me- 
dium. Book discusses radio, television, 
newspaper, magazine, direct advertising, 
etc., with special emphasis on how both 
dealer and manufacturer can_ benefit 
through effective use of modern tech- 
niques. It explains standards for choosing 
proper media, building the right cam- 


paign, timing and coordinating advertis- 
ing and promotion, pretesting layouts, and 
planning the dealer’s follow-through. Ac- 
tual case illustrations highlight important 
points concerning counter displays, car 
cards, radio and television promotion, etc. 
“A valuable guide for practically every 
type of manufacturer-dealer co-op adver- 
tising.”—Tide. 73 ills., 255 pp. 


How Many Dollars for Advertising 


ALBERT WESLEY FREY, Dartmouth College 


Introduces an important new method for 
determining the optimum size of advertis- 
ing appropriations—the marketing pro- 
gram approach. The outgrowth of an ex- 
tensive study of the working methods of 
more than one hundred leading advertis- 
ers and trade associations this practical 
book analyzes the requisites of the market- 
ing program as a whole, showing how ad- 


vertising can be built into such a program 
and expenditures for advertising deter- 
mined accordingly. Includes analysis of 
strengths and weaknesses of various cur- 
rent methods. “The marketing-program 
approach is a real contribution... . 
Book is lucid, practical,and short-winded.” 
—Albert Brown, Vice President, The Best 
Foods, Inc. 16 ills., tables; 164 pp. 
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in the Field of Marketing 


Marketing and Distribution Research 
LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc. 


All the fundamentals of marketing and 
distribution research—its methods, uses, 
scientific foundations, and relation to busi- 
ness operations. Based on the findings of 
leading American corporations, book dem- 
onstrates how research can improve the 
efhciency of marketing operations and re- 
duce distribution costs. It shows how to de- 
termine whether the product has maxi- 
mum appeal and usefulness, is packaged to 


best advantage, and priced for maximum 
profit; how to evaluate advertising and 
sales efforts, gauge the effects of trade dis- 
counts, and pinpoint the reasons for lost 
business. Includes a complete chapter on 
market sampling, plus the most recent 
techniques in motivational and operations 
research. “. . . the classic in the field.”— 
Richard R. Still, University of Rochester. 

3rd Edition. 75 ills., tables; 561 pp. 


Cases and Problems 


in Marketing Research 


DONALD F. BLANKERTZ, University of Pennsylvania; ROBERT FERBER and 
HUGH G. WALES — both University of IIlinois 


Designed for use with any basic textbook, 
this supplementary work contains a varied 
selection of over fifty cases in marketing 
research. The cases are grouped function- 
ally according to nine major steps or 
phases of a research operation. Each of 
these divisions is preceded by a discussion 
that surveys the operational step, places it 
in proper perspective, clarifies troublesome 
issues, and gives a brief outline of the case 


presented. By setting forth a wide range 
of realistic operating problems with all the 
necessary data the book enables the stu- 
dent to develop a practical understanding 
of actual situations and a working com- 
mand of modern techniques and methods. 
“A welcome addition to the literature of 
marketing research,”—Robert B. Miner, 
Ohio State University. Instructor's Man- 
ual available. 339 Pp. 


RETAILING — Principles and Practices 


PAUL L. BROWN and WILLIAM R. DAVIDSON 
—both The Ohio State University 


Based on the practices of progressive retailers, this textbook shows how to 
organize merchandising operations for greater efficiency, increased sales, 
lower costs. Fully covers operations of small and medium sized stores, with- 
out neglecting large-scale operations. Stresses planning, organization, and 
personnel. Includes everything from merchandise budgets and buying to 
advertising and sales promotion. “I am pleased with the presentation order, 
the style of writing, and the format. The book is representative of the ‘prac- 
tical’ approach our students insist upon having.”—Rex M. King, Oklahoma 
City University. Instructor's Manual available. 


8o ills., tables; 726 pp. 
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Responsible Tabulating 


Good research is not an accident. It is the result of sound assumptions 
translated into a well-designed questionnaire, capable field work, and 
a discerning analysis following responsible tabulation of the data. 


Our business is research tabulation. The application of years of experi- 
ence enables us to compile our clients’ research with accuracy, rapidity 
and economy. Here is how we put our knowledge to work for you: 


PLANS, & METHODS | «Your assurance that the best methods are used. 


SUPERVISOR «Your qualified liaison man. 


PRODUCTION «Your schedule is met. 


EDITING & HAND. IBM MACHINE cALeuLaTt 
CODING TABULATION PUNCHING TABULATION Pannen 
DEPARTMENT DEPARTMENT DEPARTMENT DEPARTMENT ENT 


As you can see, our formula is clean-cut and realistic. But in addition it 
contains a principle, that of serving well to help foster good research. 


Barnard, Inc. 
A completely independent organization 


432 Fourth Ave. N.Y.C.16 MUrray Hill 9-6250 
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This new book is a collection of 57 se- 
lected and tested marketing case prob- 
lems. They cover all the major fields of 
marketing. There are many new fea- 
tures including: a 6-case section on 


A complete, up-to-date marketing text, 
practical in approach, ELEMENTS 
OF MARKETING, 5th Edition, cov- 
ers both problems and techniques. 
The most popular text in the field, it 


PRINCIPLES OF ADVERTISING 
by PHILIP WARD BURTON, Syracuse University 


This text is written in a down-to-earth 
style that makes for good readability. 
It covers all areas of advertising: 
media, creative work, production, re- 
search, and social and economic as- 
pects. Much of the material has never 
been included in a textbook before. 
The discussion of the agency in rela- 


{ 
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MARKETING: SELECTED CASE PROBLEMS, 2nd Edition 
by GEORGE R. TERRY, Northwestern University 


merchandising—more than half the 
cases are brand new—expanded cases 
on the consumer and marketing, 
wholesaling, retailing, and advertising. 
226 pages 6” 


xg” Published 1956 


ELEMENTS OF MARKETING, 5th Edition 
by PAUL D. CONVERSE, HARVEY W. HUEGY ond ROBERT V. MITCHELL, all of University of Illinois 


presents the newest terms, the latest 
techniques, the most recent court rul- 
ings, in simple, easy-to-understand lan- 
guage. 

6" x 


g68 pages Published 1952 


tion to the client's advertising depart- 
ment, for example, is full of new ma- 
terial. The book also devotes much 
attention to the retail field and to budg- 
eting. Illustrations of actual advertis- 
ing practice are drawn almost exclu- 
sively from advertising of the past five 
years. 

608 pages 


6"x9" Published 1955, 


ENGLEWOOD CLIFFS 
NEW JERSEY 


Please mention the JOURNAL OF MARKETING in wriling advertisers 


MARKETING RESEARC 


While it is our business to provide 
tabulating facilities that utilize all the 
latest equipment for speed, accuracy 
and economy, we believe that our 
responsibility to research directors 
does not start with these electro- 
mechanical services. 

Long experience in working with 
publishers, agencies and research de- 
partments has demonstrated to us 
that the quality of the finished reports 
depends in large measure on the 
thinking and planning that go into 
the project from its inception. 

That’s why STATISTICAL makes pro- 


STATISTICAL 


TABULATING CORPORATION 


fessional help available to you, right 
from the start. In resolving your 
ideas. In translating sound thinking 
into all-inclusive questionnaires. And 
then backing up this all-important 
preliminary assistance with respon- 
sible help in the mechanical and 
analytical phases of your project. 

Just a few minutes with one of our 
research specialists will show you 
what this complete service can mean 
to you in producing the quality 
analyses and interpretations required 
in today’s competitive markets. 


CHICAGO 

53 West Jackson, HArrison 7-4500 
NEW YORK 

80 Broad Street, WH itehall 3-8383 


ST. LOUIS 
411 N. Tenth St., MAin 1-7777 


Established 1933 - Michael R. Notaro, President 


TABULATING + CALCULATING + TYPING 
TEMPORARY OFFICE PERSONNEL 


NEWARK 
National-Newark Bldg., M Arket 3-7636 


CLEVELAND 
1367 E. 6th St., SUperior 1-8101 
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DANIEL STARCH 


Fe if any, men have had a greater 
influence on American advertising 
copy over the past three decades than has 
Daniel Starch. The Starch Advertisement 
Readership Service, often the subject of 
warm debate on grounds of the signifi- 
cance of readership and of research tech- 
niques employed, has had such wide dis- 
tribution and has been used by so many 
advertising agencies and advertisers to 
guide their advertising copy techniques 
that few will gainsay the important role 
played by Dr. Starch in bringing about 
widespread adoption of copy research 
among advertisers. 

Many agencies and advertisers over the 
years, in the conviction that readership 
measurements are significant, have care- 
fully followed the Starch data to guide 
modification of their campaigns. Further- 
more, many have carried on elaborate 
analyses of Starch data and therefrom 
have formulated generalizations to guide 
their copy practices. In turn, the debates 
on the meaning of readership and the 
techniques to be employed—often aimed 
at Starch, the leader—have in themselves 
been a stimulant to continuing experi- 
ments in copy research by both Starch 
and others. In business, research applied 


to copy has assumed important propor- 
tions. Truly, the influence of Daniel 
Starch has been great in the advertising 
segment of our economy. In recognition 
of this contribution, the American Mar- 
keting Association bestowed the Con- 
verse Award on him in 1953. 

Dr. Starch, born some 73 years ago but 
still active in the research organization 
bearing his name, was among the pio- 
neering psychologists who shortly after 
the turn of the century turned their at- 
tention to the field of advertising. What 
was at first an academic interest in meas- 
uring the effects of advertising on human 
behavior in time became his chief interest 
in a business operation which by 1956 
had come to employ some 160 people in 
the home office and an ever larger staff of 
field investigators directed by 10 full-time 
regional supervisors. The continuing col- 
lection of data on readership in maga- 
zines, newspapers, and business publica- 
tions has been the chief effort of the 
organization over the past 25 years, but 
marketing and business research studies 
of many kinds have been produced by the 
Starch staff ever since its inception in 
1919, a date which marks him as one of 
the earliest to establish a professional 
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marketing research organization serving 
business. To dwell on the Starch reader- 
ship studies would fail to give recognition 
to the many and varied contributions of 
Dr. Starch to the fields of psychology and 
business. Let us note some of the high- 
lights of his long career. 

Dr. Starch received his B.A. from 
Morningside College in 1903, his M.A. 
from the University of lowa the following 
year, and his Ph.D. from Wisconsin in 
1906. During the next fourteen years he 
taught psychology—a year at State Uni- 
versity of Iowa, a year at Wellesley Col- 
lege, and twelve years at the University 
of Wisconsin. At the University of Wis- 
consin, Dr. Starch was an educational 
psychologist and while there produced a 
text in that field which went through 
several revisions. But early in his career 
he turned his attention increasingly to 
advertising. Teaching and research in the 
psychology of advertising began to re- 


place educational psychology as his chief 
interest. 


In our library I find a small volume by 
Starch on Principles of Advertising—A 
Systematic Syllabus published in 1910 by 
the University Cooperative Company of 
Madison. Thus, among the psychologists 
who early made advertising a major inter- 
est, Starch followed close behind Harlow 
Gale and Walter Dill Scott. In 1914 his 
Advertising, Its Principles, Practice and 
Technique appeared, which established 
him as a leader in the new field. 

In the fall of 1920, as a result of his 
growing reputation in the psychology of 
advertising, he was invited to join the staff 
of the Harvard Business School. Here he 
was in charge of advertising instruction 
until 1926, when his growing interest in 
the application of psychology to business 
situations led him to leave the academic 
field in order to expand the activities of 
his own research organization and to di- 


rect the sizable program of research which 
the American Association of Advertising 
Agencies instituted in that year. 

As a student in Professor Starch’s 
classes in 1921-22 and as an instructor as- 
sisting him from 1924 to 1926, I came to 
know that behind his quiet, kindly re- 
serve were determined drive, thorough- 
ness, and steadfastness in carrying through 
any project or in seeking an answer to any 
problem that he tackled. During this 
period, he gathered material for his mon- 
umental Principles of Advertising, pub- 
lished in 1923, which was for many years 
a leading text in the field. 

It was at this time that Dr. Starch ex- 
perimented with the recognition method 
as applied to published magazines which 
respondents had read in the normal 
course of their lives. Previously, the rec- 
ognition method had been applied by 
Scott and Edward K. Strong to measure- 
ments of advertisements mounted in 
dummy copies which had been looked at 
or read within specified time limits under 
laboratory conditions. Approximately ten 
years later, in 1932, Starch started the 
continuing readership program with es- 
sentially the same techniques he had 
worked out in 1922. Convinced of the 
value of readership measurements by his 
analyses of a vast volume of data and by 
support from advertisers, Starch has car- 
ried on his program of continuous meas- 
urement. 

Since leaving the academic ranks, an 
unusually large number of research proj- 
ects have been carried out by Dr. Starch 
or under his direction. Many of these 
have been for clients not desirous of pub- 
lication. But the published material is 
large and varied. Among the more im- 
portant and better-known projects were 
the qualitative studies on newspaper and 
magazine circulation and the studies on 
duplication in circulation in these media, 
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which he directed for the American Asso- 
ciation of Advertising Agencies in the 
early 1930's. At this time he also pub- 
lished several volumes devoted to analyses 
of several million inquiries received from 
magazine snd newspaper advertisements. 
Over the years also appeared studies made 
for individual publishers and broadcast- 
ing companies. 

His interest in human behavior has ex- 
tended beyond advertising and has re- 
sulted in publications on such varied sub- 
jects as socioeconomics, supported by data 
from his extensive research operations; 
on the development of executive ability; 


on “Faith, Fear and Fortunes”; and on 
analyses of retail trading areas. But Dr. 
Starch’s biggest contribution has been in 
the field of advertising and his greatest 
influence has been in the area of copy re- 
search. It is in this area that he has issued 
a continuing series of pamphlets and ar- 
ticles over the years. It is the area in 
which he still labors with the objective 
of developing additional measurement 
techniques of help in evaluating the ef- 
fects of advertising. 


Newt. H. Borpen 
Harvard University 
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ALPHA KAPPA PSI AWARD 


The Alpha Kappa Psi Fraternity last year offered 
an annual award of $100 for an outstanding article or 
contribution appearing in THE JOURNAL OF MARKET- 
ING during each publication year. The Board of Di- 
rectors of the American Marketing Association ac- 
cepted this offer. Accordingly, the members of the 
Editorial Board will consider all contributions pub- 
lished in the four issues commencing in July 1956 and 
running through April 1957. From these contribu- 
tions, they will select one which in their judgment 
has made an outstanding contribution to the advance- 
ment of science in marketing, resulting in a better 
understanding of marketing problems and the meth- 
ods for solving them. The contribution chosen by the 
Editorial Board will be announced in the July 1957 
issue. 

The Editors 
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OBJECTIVES AND SCOPE 


ue New York Chapter of the Ameri- 
Marketing Association conceived 
and carried out this eight-month study. 
In presenting “The Changing Role of 
the Marketing Function,” the main ac- 
cent is on change. 

We take justified pride in the tremen- 
dous expansion of the United States econ- 
omy over the last decade. We count the 
number of new automobiles, telephones, 
or two and three TV set families. In doing 
so, however, we tend to perpetuate the 
once-justified emphasis on production 
which now obscures more recent changes 
in the American economy. Both the aver- 
age United States citizen and many busi- 
nessmen fail to appreciate fully the large 
and growing contributions of market- 
oriented business activities to national 
objectives. Without minimizing other 
areas, marketing has been and is likely to 
be the most dynamic element. 


BACKGROUND OF THE STUDY 


For this reason, this study was con- 
ceived as a progress report—looking back 
at the long road traveled in a short time 
and ahead into a future already foresee- 
able in the actions of many companies. 
We hope that this progress report will 
serve two different and useful purposes: 


(1) By providing management with a 
frame of reference from which to judge 
its own approach, planning, and day-by- 
day action on problems which are com- 
mon to most businesses. 

(2) By furnishing a road map which 
marketing people—whether their label 
reads marketing research, advertising, 
merchandising, or anything else—can use 
to chart their own futures and careers. 


Evidence of Change 


The men who conceived this project 
and the authors who carried it out worked 
from a broad basis of agreed fact. With all 
the divergence of opinions, doubts, and 
reservations about marketing, there is 
nearly unanimous agreement that selling 
and marketing are indeed changing. Evi- 
dence to support this conclusion is im- 
pressive and many sided: 


1. Restructuring of corporate organizations, 
which most often involves an expansion 
of personnel within or enhanced status 
for the marketing function or closer in- 
tegration with other areas of manage- 
ment. 

. The changes in personnel and job titles, 
reflected in the daily papers and corpo- 
rate trade announcements, which have 
been so frequent and widespread the last 
few years. Even more significant are the 
associated new concepts, new functions, 
and different corporate alignments. 

. The employment in marketing of indi- 
viduals with new backgrounds, qualifica- 
tions, and specialized knowledge. Staff 
psychologists, statisticians, and cost ana- 
lysts—while still few in the sales offices— 
are appearing in growing numbers. Far 
more numerous and immediately im- 
portant are staff specialists in market re- 
search, sales training, merchandising, and 
the other functions analyzed in this 
study. 

. The introduction of objective techniques 
and measuring devices into an area of 
management traditionally dependent on 
hunch and intuition. Purely “scientific 
sales management” will never become 
reality, but use of facts and knowledge, 
tested techniques and principles is being 
broadened steadily. 

. Systematic training of marketing person- 
nel, with the larger corporations clearly 
in the lead. Even more important in 
many companies is the desire of person- 
nel in other functions, like manufactur- 
ing or finance, to obtain a basic under- 
standing of the marketing function. 
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OBJECTIVES 


No universally applicable conclusions 
could possibly be derived. Therefore, the 
primary objective of this study is to de- 
velop generalizations to guide individual 
campanies in creating a markei'ng organ- 
ization appropriate to their needs. To 
make full use of company experiences 
would require identification of the enter- 
prises that contributed their records and 
experiences. However, particular contri- 
butions highlighted both successes and 
shortcomings. It is important to present 
a balanced view of both achievement and 
failure. For this reason, no contributing 
company is identified. 


I. WHAT IS MARKETING? 


The word marketing is emotionally 
loaded. Few people are neutral or objec- 
tive about it. Most men interviewed 


showed a strong bias—either for or 
against—the new marketing concept de- 
veloped here. However, the word market- 
ing conveys concepts crucial to the role 
of this function in management. Here is 
a brief and simple definition of market- 
ing as the word is used in this report: 


THE DEFINITION 

(1) Marketing implies integration of 
all functions in moving any type of goods 
or services from production to the final 
user. This is in contrast to the word “‘sell- 
ing,” which usually means only getting 
the orders and managing salesmen. In 
marketing, a single executive assumes to- 
tal responsibility for both selling and all 
of the other related activities like adver- 
tising and sales promotion, manpower 
development, marketing research, and 
product planning. 

(2) Marketing makes full use of all rel- 
evant disciplines in an integrated pat- 
tern. The occasional comment that none 
of the “new” marketing tools and tech- 
niques is really new is neither valid nor 
pertinent. Statistics and cost accounting, 
psychology and engineering, warehouse 
layout and communications have all been 
used for a long time. However, these dis- 
ciplines are now accepted, adapted, and 
modified and directly integrated into the 
new marketing function. 

(3) Marketing means acceptance of 
precise and exacting performance stand- 
ards. Total sales volume has been re- 
placed as a yardstick by the profitability 
of the operation. One marketing direc- 
tor said, ‘Last year we ranked 180 in to- 
tal United States volume in business, 244 
in profits. My job is not only to get us 
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higher on the volume side of the page but 
also to close the gap between volume and 
profit.” The new marketing manager also 
insists on facts and analysis as bases for 
decisions. Decision making by hunch and 
intuition is steadily declining. Finally, 
longer range planning conforms daily ac- 
tions with ultimate objectives for profit, 
for industry and community standing, 
and for ethical and public responsibility 
as well. 

(4) As a consequence of these three de- 
velopments, marketing has grown in- 
creasingly important within the total 
management constellation. Marketing 
personnel are consulted or carry responsi- 
bility for other functions like inventory 
control or product planning. Such “ex- 
traneous” functions become expected 
and welcomed by management to the 
same extent to which the new marketing 
function demonstrates its value. 

Several common fallacies retard accept- 
ance of the new marketing concept. Logi- 
cal and even necessary development of 
marketing has been held back by miscon- 
ceptions and essentially unwarranted 
prejudices. 


Is There a Real Difference Between Sales 
and Marketing? 


The new marketing executives answer 
with an emphatic yes. As one of them put 
it: “In our new concept, sales becomes a 
part of marketing—not the same as mar- 
keting because sales remains primarily 
interested in day-to-day activities and the 
managerial requirements of soliciting or- 
ders, in maintaining salesmen’s morale, 
in developing salesmen for more impor- 
tant responsibilities, and in recommend- 
ing action that will be beneficial to the 
sales department and achieving the com- 
pany’s objectives.” This man and many 
like him see the sales function as subor- 


dinate to marketing. Presented badly, 
such statements provoke hostility among 
many men who have spent a lifetime in 
sales work. 

An example is this statement by a re- 
spected and capable vice president in 
charge of sales: “‘It is distressing to see a 
vice president in charge of marketing re- 
place a vice president in charge of sales. 
It is wholesome when a vice president in 
charge of sales is made a marketing exec- 
utive—although I hate to see the title 
change.” Characteristically, his own 
“sales” department encompasses more 
functions, is more integrated with the to- 
tal enterprise, and uses more specialized 
disciplines than most “marketing” de- 
partments. Management should refuse to 
become embroiled in a battle of seman- 
tics. The content and not the label de- 
fines the significance of any function, 
position, or responsibility. The word 
marketing centers emphasis on changes 
in techniques and organization. The 
gains which others have won by pioneer- 
ing cannot be attained merely by super- 
imposing the title marketing on an un- 
changed operating structure. 


Marketing Does Not Imply Supremacy of 
Staff Over Line 


The quotation immediately above ex- 
presses the fears of line executives that 
the change to “marketing” will lower 
their status below staff men_ possibly 
brought in from the outside. This fear is 
not supported by the findings of this 
study. First, the top sales executive typi- 
cally heads the new marketing depart- 
ment. Other functions are gradually in- 
tegrated with sales and new disciplines 
are added. The stature of the sales de- 
partment within management is raised. 
The most common background of the 
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new marketing executive is field and line 
sales. 

As the marketing function broadens, 
fewer staff specialists are considered for 
advancement unless they have had field 
experience. Thus, an overwhelming ma- 
jority of new marketing executives have 
had extensive line experience and carry 
direct line responsibility. Only a few 
serve as consultants or advisors. However, 
the top marketing executive most often 
has two managers with equal status under 
him—one for line and the other for staff. 

One valid basis for fear is the increas- 
ing requirement that the top sales execu- 
tive prepare himself in the many separate 
specialties which would come under his 
jurisdiction if he became marketing ex- 
ecutive. As one sales vice president points 
out, “Since the war's end, there has been 
increase in activity on the part of the de- 
partments in the marketing function to 
build their personal prestige in the eyes 


of top management. This applies to ad- 
vertising, research, sales promotion, and 


other specialized functions... .” And 
then, he ascribes the change to the title of 
marketing director to top management's 
feeling “that the sales leadership is not 
capable of assuming direction of these 
departments that have built up their pres- 
tige in their specialized jobs.” If this be 
true, the line sales executive who failed 
to grow would suffer with or without the 
change in title. However, the findings of 
this study indicate that in nearly all cases, 
sales executives are ready and willing to 
assume the top responsibility, with bene- 
fit to themselves and their companies. Co- 
ordination and integration of line and 
staft functions are analyzed below. Before 
considering these, it is necessary to show 
how new marketing subfunctions and re- 
sponsibilities are created and the reasons 
for and effects of such broadening. 


Il. THE NEW FUNCTIONS 
Major CHANGES 


The increased number of marketing 
personnel alone is probably more mis- 
leading than helpful in reflecting the na- 
ture of the changes. In fact, the actual 
payrolls of many marketing departments 
have grown little more than dollar sales. 
Real change and growth have occurred 
in three different ways: 


1. the “breaking out” of functions pre- 
viously nonexistent or combined with 
other responsibilities, 

. the “slotting-in” of new functions de- 
signed to coordinate the expanding new 
responsibilities, and 

. the closer integration of marketing with 
other business functions described be- 
low. 


Not all of the responsibilities created by 
the first two changes are appraised in full 
for a variety of reasons. For example: 

Service has long been a separate re- 
sponsibility in many sales and marketing 
offices, with little recent change in organ- 
ization or operation except in some large 
corporations where service is a separate 
responsibility both at the corporate and 
the division levels. The same observa- 
tions apply to collections, although even 
in multidivision corporations there is a 
tendency toward centralization. 

Distribution, which is becoming a dis- 
tinct function in marketing departments, 
sometimes controls field warehouses un- 
der line authority of sales. One firm has a 
“director of distribution service’ who 
reports to the vice president. If primarily 
concerned with continuing evaluation of 
distribution outlets, this unit usually is 
part of another subfunction under mar- 
keting, most often marketing services or 
merchandising. 

Sales planning is still rarely a separate 
subfunction. Most marketing and top 
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management executives consider that 
sales planning must long remain their 
own responsibility despite a few excep- 
tions in which sales planning is part of 
advertising and sales promotion but will 
eventually be split off. 

Product planning, despite expecta- 
tions, is not generally “broken out” as a 
separate responsibility. As explained 
more fully below, product planning 
mainly coordinates marketing with en- 
gineering, manufacturing, and other de- 
partments, although it had other func- 
tions in some case histories. Caution is 
suggested by many recent reorganizations 
in which it was placed outside the mar- 
keting area. 

These reservations do not apply to “use 
engineering,” sometimes a separate sec- 
tion which, on request of any division, 
prepares applications and variations of 
products for any market. This group 
sometimes maintains liaison with other 
industries like packaging in order to de- 
velop and market new products. 


“Breaking Out” New Functions 

These new functions are the major 
means for current expansion of market- 
ing, going far beyond mere addition of 
personnel. “Breaking out” often first per- 
mits the company to take on trained mar- 
keting specialists and to use available dis- 
ciplines. These newly separated functions 
are frequently manned by specialists who 
can perform the function or avail them- 
selves of specialized knowledge else- 
where, Usually, when once broken out, 
the new unit grows rapidly. Presence of a 
specialist seems to generate pressure for 
new facilities, methods, and personnel. 

There is real danger in breaking out 
and stafling these functions too quickly. 
Some marketing executives have staffed 
their subdivisions prematurely. Top 
management has then reacted negatively. 


Thus, one leading plumbing and heating 
firm has a policy not to staff marketing 
functions for peak needs, to handle any 
unusual requirements with outside con- 
sultants, and to limit regular payroll to 
specialists who can be fully utilized the 
year round. This policy not only reduces 
overhead but also helps introduce new 
thinking, in their judgment. 

“Breaking out” is also producing other 
significant changes. The separation of 
marketing functions requires more ad- 
vanced planning of manpower than has 
been the general rule. Individual em- 
ployees must be earmarked for responsi- 
bility if and when the company’s opera- 
tion justifies breaking out. Top execu- 
tives also are recognizing responsibility 
to help prepare these individuals for 
their future responsibilities. 


When Should Functions Be 
Out’? 


The question of objective and general 
standards to breaking out of functions 
arose frequently in the study, but no such 
criteria are available. However, certain 
guiding conclusions emerge from the case 
histories: 


“Broken 


(1) Breaking out should occur as soon 
as several subfunctions can be combined 
logically. Often this obvious separation 
of function is postponed too long, as man- 
agement fails to depart from tradition 
and to appreciate the new functions. 
Thus, justification or need for a full- 
fledged marketing research man may be 
unappreciated because various parts of 
the job are already being performed else- 
where: forecasting, by the sales manager 
and also by the controller, in respect to 
budgeting; sales and market analysis, per- 
haps rudimentary, by the sales manager's 
secretary or immediate staff; estimating 
and testing market potential for new or 
modified products, by engineering—per- 
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haps through accident; and measuring ad- 
vertising effectiveness, by the advertising 
manager on a part-time basis. Until mar- 
keting research is viewed as a necessary 
function encompassing all or most of 
these separate responsibilities, breaking 
out of this function will not even be con- 
sidered. The responsibility to spot either 
opportunity or need to break out clearly 
involves top management. However, the 
new concepts and their implications for 
areas of competence and responsibility 
have not often been clarified or sold to 
top management. A major educational 
job is needed. 

(2) Early action seems generally prefer- 
able. Most companies err by excessive 
delay rather than by moving too fast de- 
spite rapid growth and change in the 
national economy. Furthermore, if a 
function is broken out before it becomes 
complex, medium-sized firms can hire 
young but high-caliber talent to grow 
with the job. This can partly overcome 
the frequently reported difficulties of 
finding qualified personnel for the new 
marketing functions. 

(3) However, there is some tendency, 
especially among medium-sized opera- 
tions, to break out functions even before 
they justify a full-time job. Two or more 
marketing functions may be separated 
out and assigned to an individual pend- 
ing eventual assignment to specialists. 
Such combinations are sometimes con- 
sistent with long-run plans. However, the 
functions so combined are sometimes un- 
related—like putting sales training, mar- 
keting research, and manpower develop- 
ment under a newly broken-out advertis- 
ing function. Such conglomerations may 
be hostile to ultimate goals and may not 
help the incumbent in his present job or 
in eventually taking over specific sub- 
functions. 

(4) Breaking out of functions both ag- 


gravates and restrains the danger of em- 
pire building. Top management is finally 
responsible. Queer combinations have 
been explained or justified by the need 
to “integrate.”’ In the marketing research 
example, merging responsibilities may be 
desirable for many but not all companies. 
In industrial lines particularly, engineer- 
ing must continue to be crucially im- 
portant in market testing and developing. 
Similarly, the marketing research mana- 
ger may at first be far less satisfactory in 
measuring ad effectiveness than the ad- 
vertising manager assisted by his agency 
and media. On the other hand, knowl- 
edge that a function ultimately will be 
broken out often deters empire building. 
A firmly expressed policy will retard the 
tendency of executives to absorb func- 
tions which are inappropriate or which 
eventually must be separate. These con- 
clusions are supported by review of actual 
particular functions now being separated 
out. 


Marketing Research 


Research is the function moving fastest 
toward the new and expanded concept of 
marketing. Product development and 
planning and other functions may even- 
tually overtake marketing research, the 
specialization now most frequently 
broken out and expanded to serve the ex- 
ecutive level. Again, semantics are an 
obstacle. The function is being called 
sales research, sales analysis, marketing 
research, market research, or even distri- 
bution research. The particular term 
used by any one company does bear some 
relation to the objective and scope of the 
function. However, research itself is 
changing and expanding. Most individ- 
uals heading the research function seem 
slated for greater responsibility. 

There is no purpose served by review 
ing or testing the textbook definitions of 
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marketing research—the term used here. 
In a progress report, it is more appropri- 
ate to review and appraise this function in 
terms of the questions most likely to con- 
front research practitioners and corporate 
management: 

Timing. When should a company set 
up a separate marketing research opera- 
tion? Many firms have already done this. 
However, the question is crucial to the 
many firms which have not yet set up 
their own separate unit. Even among ad- 
vanced companies—especially smaller ones 
—many have not yet broken out market- 
ing research. Even after top management 
has recognized the need for research, the 
job is sometimes left to a routine clerical 
office force under cursory direction of the 
sales manager or other top executive. A 
second group of companies considers that 
it would be “rather futile to attempt to 
undertake the necessary and fairly com- 
plex statistical work” with their own 
limited facilities and, therefore, turns to 
outside experts. Such expedients are often 
satisfactory as an important, but inter- 
mediate, advance. 

A variety of reasons is offered for es- 
tablishing a separate marketing research 
responsibility. A rug and carpet spokes- 
man, for example, cites pressures over the 
last decade to cope with industry-wide ex- 
cess capacity. Marketing research grew in 
a small cosmetics firm almost accidentally 
from the desire of the president to ap- 
praise their advertising, which then led to 
a motivation study and in turn to a pre- 
occupation with facts and analysis as 
guides to decisions. Generally, the growth 
of the marketing research function is 
largely due to two factors: 


1. Pressure from top management for a 
firmer basis in forecasting and planning 
has grown, even where forecasting was 
separated from marketing research or 
sales. 


2. The steady expansion of budgeting gen- 
erated demand for facts to replace hunch 
and guesswork. 


Both elements have made management 
generally more willing to invest in and to 
accept the conclusions of marketing re- 
search. 

Rate of expansion. How fast should 
marketing research be expanded? No uni- 
versally applicable answers were found 
from the companies surveyed. One of the 
best uses of research was by firms in which 
the function had snowballed rapidly. In 
one such company, marketing research 
grew within four years from a one-man, 
part-time job to 14 full-time people. How- 
ever, other successful companies have 
moved far more slowly and by steps. One 
advanced corporation follows a rule that 
while some larger divisions have full- 
fledged research staffs, others depend 
largely on corporate headquarters and 
pay them for requested research assist- 
ance. Experience points up these two 
general conclusions: 


1. Especially if the research function is new, 
management should move slowly. Too 
many assignments may lower the quality 
of research and may also backfire. Other 
units must become familiar with the new 
tools before they will accept their results. 
Where this rule was disregarded, valu- 
able research results were ignored or the 
research function questioned or even 
abolished. 

. The temptation in a new research unit is 
to reach out for as many opportunities as 
can be handled—or more. Even where 
the contribution of research is appreci- 
ated, some executives keep close tabs to 
prevent improper growth. 


Organization. Where does marketing 
research best fit into the corporate struc- 
ture? Variations range from direct report- 
ing to the president or executive vice 
president to fitting at least part of the re- 
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search function below the divisional level 
in the individual product department. 
Neither extreme obscures the fact that 
research is generally placed directly under 
the over-all marketing executive. 

Especially in growth companies, the 
corporate position and the scope of re- 
sponsibility of the research function are 
mutually determined. If placed in an 
echelon one or two layers below the mar- 
keting manager, the functions generally 
are traditional statistical analysis and 
limited forecasting. If it is placed at a 
high administrative level, marketing re- 
search is increasingly used in over-all cor- 
porate policy and management. In some 
such cases, to meet the traditional re- 
sponsibilities of research to sales, a lower 
echelon marketing research group supple- 
ments the top-level research on over-all 
corporate problems. 

Multiple division organization. Special 
problems in multidivision operations. 
The comments just made illustrate the 
difficulty in multiplant and multidivision 
operations in placing final responsibility 
for market analysis and forecasting. In 
larger corporations, these activities over- 
lap at different corporate levels. For ex- 
ample, in one instance, three separate 
forecasts are prepared: one at corporate 
headquarters; another, purely statistical, 
by the division's research stall; and, 
finally, a third by the individual! product 
department's research unit. Such dupli- 
cation which results in a combination of 
several forecasts is believed to improve 
the final forecast and the planning which 
is based on it. Divisional management 
groups of most larger corporations seem 
to expect such guidance and assistance 
from corporate headquarters. Failure to 
provide economic forecasts or basic as- 
sumptions for planning was resented by 
divisional people. As a substitute for cor- 
porate guidance, some division marketing 


managers provide guesses, based largely 
on outside material, and rely on district 
sales and product planning managers to 
spell out sales prospects as they see them. 

Scope. How far should the scope of 
marketing research be extended? Few 
companies have even begun to utilize all 
potential contributions of marketing re- 
search—as, for example, the relatively un- 
explored opportunity to develop sales 
analyses and potentials by counties for 
the use by the manufacturer himself as 
well as for distributors and dealers. 

The textbook image of the market re- 
searcher, deeply buried in his books, fig- 
ures, and reports and with no direct con- 
tact with the actual market, is largely 
fallacious. Increasingly, the research staffs 
seek real facts of the business world and 
are deeply involved in daily sales opera- 
tions. For example, a dynamic, medium- 
sized corporation recently added field 
surveys for market penetration and ac- 
ceptance to the responsibilities of the re- 
search men in several of its divisions, 
using their own field crews. A construc- 
tion equipment firm uses market analysts 
in its district sales offices both to collect 
and disseminate all kinds of market data 
right at the source—and beyond. They 
appraise their market, the company’s 
standing, the competition, and local con- 
tacts and recommend desirable action. 
While final decision is not theirs, they 
significantly influence final decisions by 
the line sales executive. A manufacturer 
of major appliances gives mock-ups of 
certain products to the researchers who 
then test the items in department stores 
and other outlets. 

This group also illustrates what may be 
first signs of a trend for assumption by re- 
searchers of certain administrative func- 
tions. The head of the divisional market- 
ing research group is also secretary of the 
Distribution Committee made up of the 
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marketing managers of the operating de- 
partments. Thus, he is kept appraised of 
developments and thinking in individual 
departments and also influences decisions. 
A tool manufacturer expects the re- 
searcher to initiate sales and production 
goals with close consultation with pro- 
duction and general sales management 
and with divisional sales managers. If the 
general sales manager is not available, the 
research group may discuss its revised 
forecasts or sales and production goals di- 
rectly with production. The group also 
places orders with production and thus 
sets the manufacturing schedules. 
Finally, a new type of management 
seeks long-range plans and policies from 
marketing research. For example, an elec- 
trical goods manufacturer plans to add a 
“professor” or general thinker whose ul- 
timate responsibility is not yet defined. 
An appliance firm plans to add a “broad 
scope market research man... who 
would be there primarily to visualize 
. . and come up with new ideas which 
may have to be supplemented by surveys 
and studies of the conventional type of 
market research staff,” although, again, 
specific duties were not yet outlined. 
Manpower development. The United 
States is known for training or even 
“drilling” sales recruits and for standard 
sales presentations. It was somewhat sur- 
prising, therefore, that systematic devel- 
opment of marketing manpower is new, 
even for large concerns. Development and 
training still are handled in the majority 
of cases either by the personnel office or 
on a part-time basis by the sales manager 
or one of his regional executives. General 
dissatisfaction is no indictment of either 
the personnel oflice or regional sales man- 
agers. The typical personnel office is not 
close to marketing or properly staffed for 
the highly specialized development work 
expected by the newer type of marketing 


management. Many regional sales man- 
agers, who are fully capable of supervis- 
ing and slowly upgrading their own sales- 
men, have neither time nor ability for 
manpower development extending from 
hiring through refresher training and to 
the initial phases of management devel- 
opment. 

Consequently, growth of marketing 
manpower development as a separate re- 
sponsibility has been rapid. This job is at 
first most often combined with other re- 
sponsibilities. A construction materials 
company assigns it to the officer responsi- 
ble for sales administration; an appliance 
maker, to the merchandising manager. 
There are also unusual combinations, 
with marketing research or with advertis- 
ing and promotion. While other reasons 
are advanced, such combinations usually 
seem to reflect historical accident or the 
talents of a particular individual. Even in 
these cases management generally consid- 
ers that manpower development should 
be broken out as soon as possible and as- 
signed as a full-time job to appropriate 
personnel. Reasons are varied: the grow- 
ing difficulty in recruiting and develop- 
ing qualified young manpower, especially 
with engineering backgrounds, teaching 
them the marketing aspects, product 
knowledge, and ability to discern new 
product applications; the hiring of much 
younger men; and creation of new 
marketing positions. Growing recogni- 
tion of manpower development as a sepa- 
rate responsibility was confirmed by the 
National Society of Sales Training Ex- 
ecutives, membership in which requires 
a minimum period of two years experi- 
ence in sales training. The rapid growth 
of interest and membership in that organ- 
ization reflects the number of companies 
which has set up a separate function. 

Most of the men in manpower develop- 
ment come from the field sales force, usu- 
ally a regional sales manager. However, 
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gradual changes in stafling are taking 
place. “Professionals” in training, includ- 
ing one former college professor, have 
been brought in to head up the function, 
although even the professor had some 
personal selling experience. Manpower 
development activities are not restricted 
to the sales force, although such training 
is the most important. Programs are be- 
ing used to develop other personnel in 
the company and to train and improve 
sales personnel of dealers and distribu- 
tors. Though long important in both 
hard and soft goods, dealer training is 
apparently expanded once manpower de- 
velopment is broken out. One plumbing 
and heating goods manufacturer, in try- 
ing to turn general contractors into real 
sales units, maintains a sales training 
manager and six supervisors whose re- 
sponsibilities include: retailer develop- 
ment, wholesaler development, program- 
ming (sales meetings), training services, 
heating and cooling schools, and kitchen 
schools. 

There are two additional general ob- 
servations on the breaking out of the 
manpower development function: 


1. The same type of manpower develop- 
ment is increasingly applied to staff peo- 
ple as well as salesmen and field super- 
visors. Giving the same type of training 
to all new personnel is particularly help- 
ful in assuring uniform indoctrination 
and thinking. 

. Instruments and channels previously 
used for sales training are not to be dis- 
carded but made more effective. For ex- 
ample, an electronics manufacturer pro- 
vides “packaged meetings” for district 
managers. An appliance maker with cen- 
tral training facilities holds all depart- 
ment heads responsible for development 
of all their men. Another appliance firm 
holds technical brush-up meetings every 
six weeks with at least one man from 
each region who reports back to other 
salesmen in his area. 


Despite a great many variations—with 
manpower or training officers under the 
merchandising manager, sales manager, 
personnel director, or even the company 
president—most are directly responsible 
to the officer in charge of marketing activ- 
ities. In the largest corporations, parallel 
training facilities and manpower develop- 
ment personnel are maintained in each 
major division. 

Control and administration. Cost con- 
trol and profit analysis are most likely 
to advance the status of marketing in two 
important respects: 


1. A new dimension is added to operations 
objectives. Exclusive preoccupation with 
sales figures is obsolete. Most sales man- 
agers are guided by the profitability of 
individual items and the sales operation 
itself. However, the new control and ad- 
ministrative function gives the market- 
ing executive the pertinent facts directly 
and enables him to modify the sales op- 
eration, the entire product mix, and 
methods of producing or warehousing. 

- Marketing is tied into longer range profit 
planning in the belief that almost any 
business can soundly anticipate total 
sales volume, costs, and earnings. Mar- 
keting can capitalize on the growing ac- 
ceptance of the controller function. 


Many sales and marketing executives 
fear this growing preoccupation with 
cost and profit as a “bookkeeper” ap- 
proach which may stifle imaginative and 
creative talent. Such fears are based on a 
misunderstanding of the control and ad- 


ministration function. Knowledge of 
costs and profitability and statistical 
analysis of past operations diminishes 
uncertainty and widens opportunity for 
creative marketing talent. 

Some marketing offices still rely almost 
entirely on the division or corporate con- 
troller to furnish necessary data. How- 
ever, even here, interpreting and dis- 
seminating them within the marketing 
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operation is being centralized in one 
marketing staff person. In an electrical 
manufacturer's multidivision corpora- 
tion, each division's controller recom- 
mends pricing to his sales department 
and then negotiates agreement. Market- 
ing offices with their own cost control 
and administrative units are in the mi- 
nority but are increasing. For example, 
a leading basic metals firm has a sales ac- 
counting manager and also a sales opera- 
tions manager who is ovér an office man- 
ager, a supervisor of expense controls 
and procedures, and a supervisor of pric- 
ing. A major carpet company has a ‘‘Sales 
Operations Engineering Manager’ re- 
sponsible for data processing facilities, 
warehouses, and other sections within 
marketing. 

Only one general conclusion regarding 
organizational development of the con- 
trol function can be drawn. In most cases, 
during the initial stages at least, the unit 
must heavily lean on the controller's of- 


fice for necessary data, guidance, and in- 
terpretation. However, as marketing use 
of cost accounting and statistics wins ac- 
ceptance, this responsibility can gradu- 
ally be built into the marketing opera- 
tion. A few companies have started the 
function within marketing. A major ap- 
pliance manufacturer holds that the 
alternative creates conflicts between the 
controller and the sales office. 

This function is being expanded in 
many companies. In its most rudimentary 
form, it includes certain administrative 
details and limited statistical market stud- 
ies which readily fall within marketing 
research. For example, an industrial firm 
assigns such studies and a minimum 
amount of cost analysis to the merchan- 
dising managers in the larger divisions, 
while the smaller divisions rely on the 
corporate controller's office. Typically, 
the next function added is analyzing and 
controlling individual marketing cost 
elements and comparing performance 


Taste I 
MARKETING ADMINISTRATION MANAGER—CONSUMER Goons 
Reports to Manager—Marketing for Marketing Administrative Subsection 


Principal Responsibilities 


Managerial 


. Participate in formulating policy and plans for marketing section. 


. Organize and staff sulsection., 


. Administer payrol! and recommend changes. 
. Delegate responsibility but not accountability or control; develop subordinates. 
. Section office management, including control of expense budgets. 


Functional 


1, Recommend sales budgets by line and model; after approval, establish breakdown by distribu 


tors. 


. Maintain and analyze sales records for sales forecasts and budgets. 


. Prepare production schedules to meet sales r 


uirements taking into consideration sales, fin- 


ished stock inventory, and engineering and production factors. 
. Determine finished goods inventory; make and disseminate monthly estimates. 
. Maintain customer order service, including preparation of shipping schedules; transmit anal- 
fare of customer order status, shipping progress, and product availability to headquarters and 
eld; assure adequate warehousing, if necessary, from outside company. 


6. Prepare and distribute price lists. 
Relationships 


1. Refer major matters to Manager—Marketing. 
2. Cooperate with other Marketing Managers and as appropriate with Engineering, Manufactur 


ing, and Finance. 
8. Industry and community participation. 


4. Conform to company definition of the Professional Manager. 


4 
5 
4 
5 
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Taste Il 
SALES OPERATION ENGINEERING MANAGER—CONSUMER Goons (CARPETS) 


Principal Responsibilities 


Managerial 
1. Assist Vice President, Sales, and General Sales Manager in policies and operations. 
2. Staff supervision of field warehouses, workrooms, and district offices; appraise materials han- 
dling, utilization, storage, inventory, and packaging. 
8. Review all personnel change orders and merit ratings for field offices and warehouses. 
4. Assist Vice President, Sales, in special projects assigned. 


Functional 

. Prepare capital budgets for Sales Division; approve appropriation requests for submission to 
Vice President, Sales. 

. Review and approve district office and warehouse requests for supplies, repairs, and recon- 
struction. 

. Help prepare field sales and warehouse budgets; compare with costs; remedy as needed. 
Control new warehouse construction, participate in renewal, consolidation, or replacement of 
Sales Division showroom leases; control remodeling. 

. Appraise warehouse operations; control consolidation, size, or location. 

. Analyze distribution, including service areas, oe costs, markdowns, turnover, and 
warehouse operating costs; collaborate with regional field managers in operations. 

. Appraise warehouse operations by grade and item; expose unnecessary inventories; increase 
field turnover. 

. Develop and coordinate field warehouse equipment for inventory maintenance, order process- 
ing and reporting, customer communications, and accounting department. 

. Take responsibility for planning headquarters inventory and mechanical methods. 

. Supervise plant promises to customers and warehouses and warehouse promises to customers. 

. Evaluate and control reports and sales statistics. 

. Follow internal audit reports to control Sales Division field installations. 


Relationships 

. Liaison for engineering, research, and field warehouses on standards and methods. 

. Personnel representative for New York field and district offices on recruitment, training, union 
contracts, employee relations, compensation, etc. 

. Coordinate sales forecasting with field warehouses, marketing research, and inventory and 

roduction planning for plant and field. 

. Secretary of Merchandising Committee. 

. Vice Chairman, Sales Service and Manufacturing Service Subcommittees; coordinate intra- 
company service activities. 

. Appraise and adjust coordination between Inventory and Production Planning Department 
and Sales Division clerical operating and control, operating department services, and inter- 
divisional and interdepartmental servicing processes. 

. Work with Organization and Procedures Department in new procedures for field offices and 
warehouses; control special projects and reports. 


with budgeted targets either under a 
marketing administration or a marketing 
services manager or broken out separately 
as “marketing accountant” or “market- 
ing budgets and standards supervisor.” 
This unit eventually studies distribution 
costs, examines operations, and acts as 
watchdog on distribution expenses, in- 
cluding estimating costs of trade shows 
or field warehousing and generally keep- 
ing tight reins on budgets, forecasts, and 
expenses. 

One of the most promising potentials 
lies in extending control and administra- 


tion to the district sales manager or even 
lower levels. For example, one distribu- 
tion cost group maintains full records of 
budget, expenses, and performance for 
every regional manager and undertakes 
studies to appraise old and possible new 
distribution outlets. Another company in 
the electrical field reports that by making 
detailed territorial operating costs avail- 
able to the district sales managers, con- 
sciousness of cost-sales ratios has been en- 
hanced and direct sales cost percentage 
has been brought down from approxi- 
mately g per cent to about 4 per cent. 
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Detailed monthly profit and loss state- 
ments for each product line are discussed 
by all who influence actual vs. budgeted 
performance. 

The preceding two job descriptions 
illustrate two typical, though different, 
forms which this function assumes: in the 
first case, it is essentially administrative; 
in the second, it is expanded to include 
considerable analysis and coordinating 
responsibility. 


Advertising and Sales Promotion 


Current changes in advertising and 
sales promotion differ considerably from 
those discussed so far. In most companies, 
advertising has long been independent, 
usually reporting to the general sales or 
marketing manager or, rarely, to the pres- 
ident. Changes now taking place will 
alter the status, scope, and requirements 
for the advertising and promotion func- 
tion: 

Integration. Growing demand for bet- 
ter integration of advertising and promo- 
tion with the other marketing activities 
is compelling changes in both personnel 
and methods, especially to coordinate ad- 
vertising and the field selling effort. An 
officer of an industrial company said: 
“. . . we believe that this function has 
two primary objectives. First, it is the 
area from which our sales representatives 
obtain selling tools... . The second 
purpose is the direct appeal it makes to 
customers and prospects. . . ."" Many ad- 
vertising departments fail to put major 
emphasis on assistance to salesmen. 

A recent National Industrial Advertis- 
ing Association study stressed that many 
industrial ad managers plan their pro- 
grams without adequate information on 
sales objectives and plans. Accordingly, 
advertising and promotion personnel are 
being compelled to become familiar with 
almost all aspects of the company’s opera- 
tions by spending considerable time out 


in the field to verify or modify their as- 
sumptions governing advertising and pro- 
motion. For example, a tool manufac- 
turer has recently broken advertising 
down by product lines and divided the 
promotional work functionally by point 
of purchase, trade shows, mass promotion, 
etc., to facilitate specialization, field co- 
ordination, and over-all marketing plan- 
ning. In a major consumer items com- 
pany, the advertising and sales promotion 
manager has three product supervisors 
who work closely with their counterparts 
in the divisions and with the four prod- 
uct line managers. His personnel works 
actively in the field for the same purposes. 

There is evidence that separation of 
the advertising function does not neces- 
sarily enhance its status or opportunities. 
Thus, an industrial corporation put ad- 
vertising and public relations under a 
separate manager after seven years in the 
sales department, partly because the sales 
vice president could no longer give them 
proper attention and partly because 
“. . . for an industrial type company, 
which is not merchandising its products 
direct to the consumer, advertising 
should be organized as a separate depart- 
ment and take a somewhat secondary 
place in the over-all scheme of things.” 
This is not a general conclusion, but it 
does suggest caution in separating indus- 
trial advertising from the marketing di- 
vision. Some companies have put coordi- 
nation of advertising and sales promotion 
under other staff people. A manufacturer 
of industrial controls has charged the di- 
rector of merchandising with “selling” 
the field force on the value of the com- 
pany’s advertising, showing the best ways 
to use it, and getting adequate follow-up 
on the leads provided by the company’s 
advertising. 

Organization. Shifting advertising and 
sales promotion to divisional levels is con- 
tinuing, but there is opposition. For ex- 
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ample, an electric manufacturer three 
years ago shifted advertising and promo- 
tion to his larger divisions, with the di- 
visional advertising manager reporting 
to the divisional general sales manager. 
The corporate director handles advertis- 
ing for smaller divisions along with com- 
pany-wide advertising. Under him, there 
is a manager of advertising production 
and distribution who “‘sells” his services 


to the divisions. Advertising services are 
often furnished from corporate head- 
quarters. Thus, a heating and plumbing 
supplies division now maintains sales pro- 
motion representatives in twelve sales 
districts to work with dealers in follow-up 
of company advertising and promotion, 

In some firms, shifting to divisional 
promotion has created new problems. In 
a few cases, management has retraced its 


‘Taste Ill 
ADVERTISING AND SALES PROMOTION MANAGER—CONSUMER GoOops 


Responsible to Manager—Marketing for planning, organizing, controlling, coordinating, and evaluating 
product advertising, sales promotion, merchandising, publicity, sales education, displays, and exhibits. 


Principal Responsibilities 


. Prepare all advertising, sales promotion, and merchandising materials either with own facili- 


ties or through suppliers. 


. Establish and control administrative structure for department. 


. Control payroll. 
. Control supplier relations. 


. Establish art and production standards and production and distribution procedures for sales 


romotion material. 


velop, assist, and appraise advertising and sales promotion subsection; hold subordinates 
accountable for delegated responsibilities. 


Functional 


. Deve 


; ae and forecast department needs for advertising and sales promotion. 


op and execute advertising and sales promotion objectives, policies, plans, and programs. 


- Recommend product advertising and sales promotion budgets. 
. Prepare and distribute to department management national advertising schedules with fore- 


casts of ex 


nditures, forecasts of sales promotion expense with cost estimate by planned jobs, 


and periodic statements of other planned expenditures. 
. Recommend and supervise department advertising agency. 


. Plan, execute, and supp 


ly sales training programs. 


. Plan, create, produce, and distribute sales promotion, product publicity, and related merchan- 


dising material. 


. Review and adjust product advertising and sales promotion budgets and plans with product 


department manager. 


. Control functional advertising and sales promotion expenditures under approved budgets. 
. Evaluate sales promotion and advertising business procedures. 


. Control use of research findings. 


. Evaluate local distributor advertising or merchandising pr ms. 
. Control pricing of advertising and sales promotion materials to distributors. 


. Study cdst of advertising media; also, advertising and sales promotion materials and operations. 
and operate consumer inquiry service. 


. Control] display and exhibit services. 


. Provide advertising and sales promotion service to Consumers Institute in interest of Major 


Appliance Division. 


. Recommend and control budget for Consumers Institute. 


Relationships 


1. Refer major matters to Manager—Marketing. 

. Maintain relationship with advertising agency. 

. Maintain relationship with public information media and conduct publicity activities 
. Obtain legal approval as needed for statements and materials. 


. Maintain close field liaison and education. 
. Maintain relationships with related company activities. 


2 
3 
4 
5. Maintain relationships with supplies and media sales representatives. 
6 
7 
8 


. Appraise advertising and sales promotion for Manager—Marketing. 


Managerial 
po 

2 

3 

4 

5 

2 

3 

4 

5 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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steps. For instance, a multidivision indus- 
trial manufacturing firm is currently 
tightening the reins over divisional ad- 
vertising. Another industrial concern re- 
cently pulled its field promotional people 
back to headquarters because the hoped- 
for results of field promotion had not 
been realized. Many top management and 
marketing executives assert the need for 
central and fairly close direction over all 
advertising and promotion. 

Advertising. Where public relations is 
combined with advertising, the same gen- 
eral trends seem to prevail. There is a 
tendency to leave major public relations 
issues with the president. The public re- 
lations function now often includes spe- 
cifically employee relations, corporate 
publicity, and every important public 
contact. Public relations agencies cur- 
rently debate whether they should try to 
become “marketing agencies.” The find- 
ings of this study suggest very strongly 
that the advertising agency has no other 
choice as company advertising becomes 
broader and more closely coordinated 
with the over-all marketing strategy and 
plans and as advertising personnel rises 
within the top corporate structure. The 
role of advertising agencies will gradually 
diminish unless they keep in step with 
their clients’ changing and growing 
needs. If they do adjust, their assistance 
will be eagerly welcomed, particularly 
while so many corporations desperately 
seek all possible help in adjusting to the 
new concepts of marketing. If the agen- 
cies do not adjust, these functions will be 
fulfilled by other organizations. 

The preceding job description of the 
advertising and sales promotion manager 
of a manufacturer of major appliances 
will illustrate the broadening scope 
which this function is assuming in many 
companies. 


“SLOTTING IN” NEW FUNCTIONS 


The increase in sales and marketing 
staffs over the past ten years has created 
problems of supervision, further aggra- 
vated as the marketing function has 
broadened and separate responsibilities 
have been broken out. The combination 
of separate disciplines, skills, and re- 
sponsibilities required new mechanisms 
to coordinate the subfunctions. Many 
companies had to “slot in” new functions 
mainly for coordination of line and staff 
specialists. Management has been con- 
cerned with timing and methods for this 
coordination and supervision. 


Timing 

When is the best time to slot in such a 
new coordinating function? Again, there 
is no universally applicable answer, but 
timing is not determined by sheer num- 
ber of people in the separate marketing 
functions. Rather it is the degree of diffi- 
culty in combining new, varied functions 
that usually determines the timing. Thus, 
many companies need not for years su- 
perimpose the coordinating function. Ex- 
perience suggests one specific recommen- 
dation. The desired type of long-run 
organization should be decided as early 
as possible. Even if the original objective 
is not realized, every step in trying to 
reach it can be tested and the experience 
so acquired may modify the over-all ob- 
jective. 


Phases 


Is there a general pattern which any 
company might follow? There is a general 
pattern, but it must leave room for the 
specific developments by individual com- 
panies. The terminology used in indi- 
vidual firms may becloud the general pat- 
tern of slotting in this coordinating 
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function. This seems to be the general 
phasing in the process: 

Phase I. As the marketing function 
broadens, problems in managing the de- 
partment grow geometrically. The sales 
or marketing vice president may have 
managed the fieid sales force with a few 
staff specialists and assistants, but to use 
the new staff experts fully requires much 
of his attention. Translating their contri- 
butions into programs which effectively 
assist sales and other departments also 
challenges his competence as a manager. 
There is heavy stress on his “span of con- 
trol.” The top marketing executive is 
under growing pressure and must, there- 
fore, be able to devote more time to over- 
all planning and directing. 

Phase II. Here, the marketing execu- 
tive usually relinquishes direct control 
over either the field sales organization or 
the inside marketing staff. Since most 
marketing executives come from sales, 
they usually divest themselves of the staff 
responsibilities first by slotting in a sub- 
ordinate coordinator. Occasionally, the 
marketing operation is planned pretty 
much from scratch and an outside coordi- 
nator brought in, as marketing services 
manager, though the use of this exact title 
is still infrequent. Most often a member 
of the marketing staff becomes coordi- 
nator with no change in title. Typical of 
quite a few companies is a tool manufac- 
turer, who selected the director of adver- 
tising, reporting to the vice president- 
sales planning, as the coordinator while 
retaining his former responsibility. Oc- 
casionally, the marketing research mana- 
ger coordinates other staff functions. 
Most often, the merchandising manager 
coordinates all of the staff functions and 
reports directly to the vice president. In 
some instances, a “marketing manager’’ is 
slotted in, occasionally with jurisdiction 
even over the product managers. 


Phase 111. Here, the marketing execu- 
tive delegates both the coordination of 
staff functions and direction of the field 
sales force. His essential responsibility, 
then, is bridging these two major parts to 
coordinate their activities and long-range 
planning. For example, a large elec- 
tronics manufacturer appointed a mar- 
keting service manager to coordinate 
most of the sales staff functions—advertis- 
ing and sales promotion, marketing re- 
search, auditor service, marketing budg- 
ets and standards, and personnel. Next, he. 
will sjot in a new man as manager of field 
sales and service. In two instances, these 
two coordinating functions had no su- 
perior coordinating position of a general 
marketing manager. A radio and televi- 
sion manufacturer gives one officer over- 
all direction of the entire sales force and 
another all internal staff functions. A tool 
company has two vice presidents—one a 
general sales manager and the other in 
charge of sales planning. This divided 
operation works smoothly—primarily be- 
cause of the personalities—but is not a 
generally desirable pattern. 


Complexity 

What is to be done when the marketing 
manager's job becomes too complex? One 
general answer is illustrated by multidi- 
vision corporations which have decentral- 
ized marketing and other operations. A 
general marketing manager at the vice- 
president level usually coordinates and 
assists the smaller divisions. Each of the 
larger units develop a largely independ- 
ent marketing unit with its own manager, 
sales force, and staff facilities. In one 
case, the job of the division marketing 
manager became too complicated as the 
variety of products increased. The solu- 
tion being developed should interest 
those companies which prefer not to split 
up into divisions. A product line special- 


286 


THE JOURNAL OF MARKETING 


January 1957 


ist was slowly given broader responsibil- 
ity while still reporting to the divisional 
marketing manager, and his volume grad- 
ually required him to coordinate adver- 
tising, sales, and other staff activities, still 
using the division’s functional groups. 
With continued growth, he probably will 
be made a separate marketing manager 
responsible to the general manager and 
on the same level as his present superior 
who already is concentrating on the other 
lines within the division. 


Organization 

Is there a danger of overorganization? 
This danger is not yet very real to most 
managements. Yet, several executives are 
aware of the danger, and one is taking 
steps to avoid an unwieldy superstruc- 
ture. The first efforts toward simplifica- 
tion are aimed at the directing and coor- 
dinating levels. In the one case analyzed, 
control over salesmen is gradually taken 
away from regional managers, thus elim- 
inating one level of supervision. In the 
next stage—already blueprinted—the gen- 
eral sales manager will become planning 
and merchandising manager, a new staff 
coordinating job. He will not be replaced 
and the entire sales organization will 
eventually report to the marketing man- 
ager. While few corporations are in real 
danger of overorganization, this case sug- 
gests caution during the build-up of the 
marketing function to avoid excessive su- 
pervision and to maintain a broad span 
of control. 


Ill. THE NEW MEN IN 
MARKETING 


Staffing new positions has been diffi- 
cult. Marketing and sales executives are 
concerned over their ability to find and 
develop qualified manpower. Top man- 
agement people are also concerned to 


spot the man best equipped to adapt the 
new marketing concepts to the company’s 
situation. There is little published ma- 
terial on this crucial question. The pre- 
ceding discussion of functions being 
broken out and the sample job descrip- 
tions provide a basis to tailor specifica- 
tions for new marketing staff responsibili- 
ties. Staffing the marketing function 
begins with the top marketing executive 
himself. 


Tue Top MARKETING EXECUTIVE 


No two job descriptions of marketing 
managers were identical in this study. 
Even within two divisions of the same 
corporation, there were different prob- 
lems and operating methods. Any “ideal” 
definition of the marketing manager's 
job, therefore, would be worse than use- 
less. Every firm must—as always—evolve 
job specifications for its own situation, 
needs, and opportunities. Nevertheless, 
there may be real value in presenting 
some job descriptions as a starting point 
and to illustrate three different ap- 
proaches. The first integrates all of mar- 
keting and public relations with little 
participation in other departments. The 
second details the coordination and plan- 
ning functions. The third enumerates the 
wide range of problems the marketing 
manager is expected to handle. By care- 
fully selecting those elements which even 
in the long run appear desirable, any 
management group should be able to 
use these broad job specifications as a 
model in developing specifications for 
their own marketing manager. 


Some Job Descriptions 


Here are three job descriptions of the 
marketing manager and the director of 
marketing which exemplify current ef- 
forts toward adjusting organization to the 
new function. 
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Tasre IV 
MANAGER OF MARKETING Goons 


Reports to president. Responsible for: initiation, planning, coordination, and supervision of marketing 
policies and programs; potentials and requirements for existing or new lines; integration and supervision 
of market and sales analysis; marketing organization structure; sales go ty sales manpower, sales 
personnel development, advertising and sales promotion; packaging and labeling; sales communications; 


public, press, stockholder, and community relations; employee communications. 


on 


Functional 


"Principal Responsibilities 


. Control employee morale programs with industrial relations, central staff. 
. Coordinate donations, contributions, dues, and business advisory services. 
. Consult and cooperate with general management on sales or sales policies; advise president on 


= and press relations. 
lect and assign subordinates; delegate, formulate, and control department procedures. 


. Control designated subordinate positions. 
. As Chairman of Marketing Committee, conduct affairs and meetings, maintain records, prepare 


agenda and minutes, participate in deliberations, and present recommendations to president. 


. Perform duties on own initiative or on request by other units, but duties are of staff advice, 


assistance, and service without line authority. 


. Prepare, present, and administer Marketing Department program. 


. Over-all control of selection, training, and development of sales personnel; advise and assist 


operating divisions. 


. Analyze and evaluate sales management methods, sales organization structures, adequacy of 


sales expense, product development, procedures and controls in operating divisions; consult 
and collaborate with operating divisions on methods and procedures. 


. Control sales incentive programs. 
. Analyze, consult, and collaborate with operating divisions on distribution methods, pricing 


policies, inventory, and customer services. 


. Analyze, consult, and collaborate in divisional plans for marketing, including market coverage 


and sales efforts in specific territories. 


. Analyze and report on market and economic conditions and government controls. 
- Develop and appraise with operating divisions, subject to management approval, over-all de- 


tailed advertising and promotion policies and programs. 


- Control all press relations. 


Relationships 


Provide a clearing house for information and recommendation on policies, techniques, and pro- 
cedures in company marketing operations. 


2. Stimulate and coordinate intracompany sales. 
3. Coordinate commercial relations with other companies. 


. Participate in sales management, advertising, and public relations associations and other groups; 


appraise methods of other companies. 


. Consult and cooperate with regional representatives on administration and coordination of 


press and public relations. 
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V 
MARKETING MANAGER— MAJOR APPLIANCES 


Responsible to department general manager for marketing functions of department, including marketing 
research, product planning, advertising and sales promotion, sales, marketing administration, and market- 


ing personnel development. 


Principal Responsibilities 


Managerial 


Functional 


Participate in formulation of over-all objectives, budgets, policies, programs, and plans. 
Maintain departmental relations with marketing services division. 

Formulate over-all department marketing objectives, policies, and programs. 

Organize and staff the marketing section. 

Conform to concept of the professional manager. 


MARKETING RESEARCH. Although the marketing research unit of the Major Appliance Division 
is in marketing section of Home Laundry Equipment Department, the Manager—Marketing 
controls marketing research for his department, including: size and location of markets; atti- 
tudes, preferences, and needs regarding department products, product service, and marketing 
policies; sales and distribution methods; deanna and territories; price indices, price trends, 
and product pricing; sales and advertising programs; analysis of general business activity, basic 
economic conditions, and industry activity and position. 

PRODUCT PLANNING. Responsible for and delegates to product planning manager execution of 
product planning, including: formulation and execution of product plan; recommendation to 
general and functional managers of marketable product specifications; information on depart- 
mental competitive products to sales, product service, and advertising; supervise commercial 


engineering activity; appraise and control appearance features recommended by appearance 
design. 


. ADVERTISING AND SALES PROMOTION, Delegates to advertising and sales mesg came manager plan- 


ning, organizing, controlling, coordinating, and evaluating of product advertising and sales 
promotion, merchandising, publicity, sales education, displays, and exhibits, including: de- 
partment advertising and promotion programs: functional advertising budgets; execution of 
advertising and promotion policies; distributor and dealer use of local advertising funds; and 
all functional advertising. 


. Delegates to sales manager sales plans and campaigns; liaison with and supervision of regional 


offices and regional product specialists; distributor contacts, performances and changes in dis- 
tributors or channels; selection of department personnel in regional offices; responsible without 
delegation for sales volume and percentage of industry. 


. ProDUCT sERVICE. With product service within product service section of Major Appliance Di- 


vision, Manager—Marketing assures adequate product service for products of his department; 
advises and consults with manager of product service on changes; refers differences to division 
general manager. 


. MARKETING ADMINISTRATION, Delegates to marketing administration manager administrative 


functions of marketing section, including: sales forecasts and budgets; sales records and sta- 
tistics; production schedules for sales requirements; finished goods inventories; customers’ 
orders; administrative details with respect to headquarters; marketing expense budgets and 
analysis; and judging marketing performance warehouse facilities within or out of company. 


. Development of all marketing personnel, including recruiting, selection, training, placement, 


development, inventorying personnel and compensation. 


Relationships 


1. 
2. 


With managers—marketing of other product departments of Major Appliance Division. 


With manager—product service to assure satisfactory service and common front to distributors, 
retailers, and consumers. 


. With functions in marketing area performed on divisional level for mutual good of all de- 


partments, including Marketing Research, Appearance Design, Sales Programming, and Spe- 
cial Accounts. 


. With regional managers and organizations. 
. With top management of distributors. 


With other functional managers within own department. 


. With marketing service division. 


With marketing managers of other departments or divisions within company. 


. Refers all unusual matters to department general manager. 
. Other relationships as necessary for professional manager. 
. Industry and community affairs. 
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Taste VI 
Director OF MARKETING, Presipent—CONSUMER Goons 


Responsible to president for developing, directing, and coordinating all sales and marketing activities, includ- 

ing advertising, sales promotion, marketing, marketing research, new markets, and market forecasts, with 

line authority over secretary, sales planning; administrators of regional, domestic, and export sales and sales 

service; public relations for product sales promotion; other listed subordinates and all company personnel 
in contact with customers. 


Principal Responsibilities 


- Detailed manual in company specifies responsibilities in management with res 


to planning, 


policies, organization, procedure and methods, facilities, direction and coordination, budgets 
and financial controls, information to president, personnel control, etc. 


Functional 
Determines market opportunities. 


Determines sales territories. 
Develops marketing programs, 


. Training of sales personnel. 


. Sales forecasts and targets. 
. Information for budget program. 


. Formulates both short- and long-run market objectives. 


ocedures, and methods. 
. Recommends sales prices for all products. 


. Advises on government or customer procurement regulations. 
. Sales quotas for salesmen and customers. 


. Sales contests and other stimulation programs. 


. Contact with present or potential customers. 


. Legislation and court interpretations. 


. Liaison with engineering and field sales on new product r 
. Cooperates with other units in preparing and reviewing bi 
. Credit status of customers with director of finance. 


. Same in collection of open accounts. 


uirements of customers. 
and price proposals. 


. With production and engineering departments in scheduling and delivery. 

. Field sales reports on customer activities and problems and product performance. 
. Information on customer programs, problems, and technical developments. 

. Changes in design and construction of products. 

. New products and variations in current products. 


. Information on com 
. Customer correspondence. 

. Special assignments delegated to him. 
}. Develop methods of distribution. 


ting companies and products. 


. Directs and coordinates all advertising programs. 
. New marketing developments and trade association or marketing organization activity. 
. Information on trademarks, patent applications, patent suits, etc. 


Relationships 


1. With any supervisory personnel on any matter affecting general marketing and distribution 


policies of entire company. 


No “Supermen” Wanted 


The scope and nature of top marketing 
responsibility in some companies mean 
that few men are immediately qualified. 
Fortunately, most companies neither 
need nor could use such a broad range of 
talents. Still, the number of responsibili- 
ties has retarded acceptance of the new 
marketing concept, aggravated by mis- 
leading and partly misinformed pub- 
lished opinions. For example, an adver- 


tising and marketing magazine stated: 
“, . . the quest in business today [is] for 
a sort of marketing superman—a man to 
coordinate all the various marketing 
functions. . . . It is today’s advertising 
executive who seems closest to business’ 
marketing ideal, though he still has 
plenty to learn.” 

This statement cannot go unchal- 
lenged. It is deficient on three major 
counts: 
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1. The new concept of marketing does not 
require a superman. Many executives are 
filling this function successfully and are 
reaching out for still broader responsi- 
bilities. Any idea can be retarded if pre- 
sented as unattainable. It is attainable 
even in smaller companies and the divi- 
sional level of larger corporations. 

. The advertising manager is not the clos- 
est to this “unattainable ideal,” although 
advertising experience has helped some 
men in top marketing positions. Adver- 
tising has also provided some persuasive 
advocates of the new concept of market- 
ing. But to single out this profession as 
the, best road to the position of market- 
ing manager is misleading. In fact, ad- 
vertising generally tends to lag behind 
other fields of marketing. Simply to win 
acceptance for their contribution in the 
more limited area of advertising, agen- 
cies must close the lag. 

. Radical changes have occurred in Amer- 
ican business management over the last 
ten to fifteen years. Management is as- 
suming a new professional status dedi- 
cated to leadership, coordination, and 
planning, with decreasing emphasis on 
specific technical know-how in almost 
every field. 


In marketing also, the executive de- 
votes increasing time to planning, coordi- 
nation, and over-all direction without 
trying or being expected to match the 
detailed knowledge of specialists under 
him. Engineering and manufacturing 
officers realize and adapt to this change 
in their responsibilities. Marketing exec- 
utives also must recognize the impossi- 
bility—and, indeed, undesirability—of 
their retaining specialist status in every 
discipline subordinate to them. A broad 
understanding, an ability to evaluate 
the contribution of the specialist, and, 
above all, ability to integrate these sepa- 
rate contributions into a total marketing 
effort are the requisites for a good mar. 
keting manager. 


The Top Executive's Background 


What are the origins and qualities of 
the new marketing manager? A review of 
the actual backgrounds indicates the fol- 
lowing highlights. 

Sales is by far the most common origin. 
Experience may have been entirely con- 
fined to one industry or even one com- 
pany. The vice president for sales of a 
leading carpet manufacturer stated: “. . . 
my career has been entirely with this 
company where I began 32 years ago as 
junior salesman and over the years have 
successively held every job in the field 
sales force chain of command . . . today 
vice president for sales.” The marketing 
director for a synthetics firm said: “*. . . 
college . . . salesman for a blanket and 
sheet manufacturer selling to the retail 
and wholesale trades . . . assistant sales 
manager for a textile mill... sales 
manager and finally vice president and 
general sales manager for still another 
cotton mill . . . for a six-month period 
of transition, merchandising manager for 
the present employer and then promoted 
to marketing director.” A cotton back- 
ground and lack of familiarity with the 
technical details of the synthetic industry 
was considered no handicap when he was 
picked for merchandising manager and 
then marketing director of his present 
company. 

The variety of selling experience is also 
illustrated in the following two exam- 
ples: The vice president in charge of mar- 
keting for one of the large manufacturers 
of office equipment reported that: “After 
college, entered the executive training 
program of a telephone company. . . 
next affiliated with a chain of department 
stores as assistant to the owner . . . also 
doubled as buyer and merchandising 
manager .. . in 1934, joined his present 
company as a salesman . . . three years 
later transferred to the home office to 
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handle sales promotional activity . . . 
subsequently served as branch manager 

. and division manager . . . 1944 as- 
sistant sales manager . . . 1948 general 
sales manager. . . appointed in ‘53 as 
vice president in charge of marketing.” 
The marketing manager of a major appli- 
ance manufacturer stated: “In college, 
shifted from engineering to advertising 
and marketing . .. while still in col- 
lege, started selling appliances house to 
house . . . bought a part interest in a 
man’s clothing store in the college town 

. next, went through a manufac- 
turer’s training course with an aviation 
company ... sold automatic washers 
for a wholesaler . . . war service, where 
he went from private to colonel (con- 
siders this important in having given him 
an understanding of broad scope staff 
planning) . . . set up distribution for a 


competitive line and then went to work 
as sales manager for one of the distribu- 


tors . . . district representative dealing 
with wholesalers for his present employer 

. moved up to sales manager... a 
short interval with an advertising agency 

. then, back to his present employer 
as sales manager for the same product 
lines for which he was shortly thereafter 
made marketing manager.” 

Advertising often appears dominant in 
the background of a number of market- 
ing managers. The vice president of a ra- 
dio and TV manufacturer reported that: 
“In 1924, went into the advertising 
agency business upon graduation from 
high school .. . did everything from 
running errands to buying space, buying 
printing, and writing copy . . . since 
then, on the manufacturing side of the 
fence . . . director of advertising for an- 
other radio and TV manufacturer, vice 
president of marketing for a major appli- 
ance maker since '47 . . . in '52, joined 
his present employer as vice president 


from where he moved on to vice president 
and assistant to the president.” 

Advertising experience was sometimes 
acquired in the clients’ rather than the 
agencies’ offices. For example, here are 
t!\- comments of the vice president of an- 
major appliance manufacturer: 
“My entire background has been with 
this corporation where I have been for 
the last 26 years... graduate of a 
school of business administration in ‘29 

. took a job in a mail department 
. the next nine years in the advertis- 
ing and promotion department where 
. eventually became advertising and 
sales promotion manager .. . feeling 
that I wanted to broaden my own inter- 
ests, I requested a transfer directly to the 
sales department where I functioned as 
assistant sales manager of one division 

. . Sales manager of another two divi- 
sions, and, finally, vice president in 
charge of sales.” 

Engineering is important in the back- 
ground of marketing executives in pro- 
ducers’ goods and other technical lines. 
For instance, the general sales manager of 
a major electronics company: “Engineer 
by training . . . about five years in fac- 
tory engineering work .. . following 
this, most of the experience in field sales 

. Salesman . . . assistant sales man- 
ager . . . sales manager and, finally, gen 
eral sales manager.” Not uncommon 
among middle-level sales management, 
he went back to the factory during World 
War II, handling government relations 
on secret work done by his company. Ex- 
perience in purchasing is also proving 
quite helpful to some men now moving 
up in marketing. The vice president of a 
small company manufacturing doors has 
had extensive background in both 
production and selling. The general sales 
manager and head of both the sales and 
customer service departments for a major 


il 


292 


THE JOURNAL OF MARKETING 


January 1957 


aircraft company: “. . . was in a com- 
mercial department for a short time after 
graduation from the cooperative engi- 
neering course at Drexel Institute . . . 
moved to the engineering division . . 
finally became chief project engineer be- 
fore assuming his present position.” 
Special industry experience does occa- 
sionally help to qualify an individual for 
top marketing. For example, the vice 
president of a surgical equipment manu- 
facturer had one year of premedical edu- 
cation not used for some ten years: ‘In 
sequence, retail salesman . . . manager 
of a supply house . . . wholesale repre- 
sentative . . . and, finally, sales manager 
for a manufacturer in the surgical equip- 
ment field. . . .”” Somewhat similar is the 
case of the vice president of a large dairy 
products firm: ‘Graduate of a college of 
agriculture . . . joined an uncle in land 
drainage work . . . with time out for 
World War I army service . . . repre- 


sentative for the drainage company . . . 
and, finally, president until the ‘29 de- 
pression put them out of business . . . 
then, a succession of sales positions with 


his present employer . . . assistant man- 
ager of one product line . . . vice presi- 
dent in charge of sales in a regional office 
... product sales manager. . . vice 
president in charge of advertising and 
sales promotion.” Despite the wide vari- 
ety of background and experience, illus- 
trated in the case histories above and in 
other examples, certain general observa- 
tions can be made. 


1. There is no “one sure road to the top” in 
marketing, especially when the structur- 
ing of jobs is still in flux. To some ex- 
tent, this may always be true. ‘The data 
suggest that almost any type of back- 
ground and training may eventually be 
of value. Some directors of marketing 
had original training in fields as seem- 
ingly removed as accounting and finance 
or law. 


2. Experience in marketing staff specializa- 
tion is helpful but not absolutely essen- 
tial. Merchandising is the most fre- 
quently mentioned specialization. This 
may be due, in part at least, to the fact 
that this function often involves many of 
the responsibilities of the marketing 
manager such as close cooperation with 
the sales force, staff assistance to the field, 
coordination of separate contributions of 
other specialists. Advertising and sales 
promotion are probably the next most 
important origins of top marketing tal- 
ent among the marketing specialties to- 
day. 

. Actual selling and managing of salesmen 
is increasingly recognized as a prerequi- 
site for the top spot in marketing. Excep- 
Lions are now very rare. This type of expe- 
rience, however, is not sufficient. Broader 
backgrounds such as past service in en- 
gineering or some other staff capacity are 
required. Despite the growing emphasis 
on technical and staff specialties, the pro- 
portion of top marketing men with field 
sales experience is holding steady or is ex- 
panding. Marketing executives empha- 
size the need for first-hand contact with 
the field operation and the individual 
salesmen. 

. There is growing emphasis on adminis- 
trative ability and human relations skills 
as marketing becomes broader in scope 
and requires direction and coordination 
of different disciplines and kinds of per- 
sonnel. The marketing executive must 
work more closely and in some cases with 
co-responsibility for functions cutting 
across department lines (such as inven- 
tory control jointly with production and 
purchasing or new product development 
in close collaboration with engineering). 
Even medium-sized firms create oppor- 
tunities for testing the administrative po- 
tential of every potential executive. The 
regional sales manager's job has long 
been a laboratory to test a salesman’s 
ability in administrative duties. Recent 
experiments involve sending a staff spe- 
cialist into the field, not merely to test a 
particular merchandising or promotion 
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idea but also to observe how well he can 
perform in working with a heterogeneous 
group of salesmen. 


This stress on administrative ability 
and human relations is important in 
grooming some top marketing executives 
for still higher assignments. In the eight 
months of this study, at least three mar- 
keting executives moved on to higher cor- 
porate positions either as executive vice 
presidents or as assistant to the president. 
The role of sales and marketing as a de- 
velopment ground for top management is 
affirmed by some recent surveys like the 
one by McGraw-Hill. If marketing is to be 
considered as a background equal to 
manufacturing or finance in qualifying 
for the position of corporate president, 
current emphasis on administration and 
personnel dealings must continue. 


‘THE SPECIALIST IN MARKETING 

Changing Status 

Every specialized knowledge can be 
found in some marketing office some- 
where in the country, with skills and 
training which ten or twenty years ago 
would have been rejected as inappropri- 
ate for a sales or sales administrative 
office. And yet, their number is growing 
steadily. This has aroused suspicions of 
empire building. In a few instances, the 
fears are justified, although in the major- 
ity of cases there are good reasons for 
broadening specialist facilities. For every 
case where a specialist was hired too soon, 
several were delayed too long. The test is 
the use of the specialist to further the 
over-all objectives of the corporation. An- 
other test is full utilization of specialists 
and not simply their available man hours. 
Here, many marketing departments 
waste costly manpower by utilizing spe- 
cialized skills for only a fraction of the 
total work week—just as engineering de- 


partments often waste hours on tasks 
which could be performed by clerks. Un- 
til marketing management makes full- 
time use of specialists, it cannot com- 
pletely answer charges of empire building 
and accumulation of specialized abilities 
not fully used and therefore excessively 
expensive. The following observations, 
without necessarily applying to all busi- 
ness, highlight common problems. 


General Findings 


1. Advertising and sales promotion are 
in heavy demand despite the prosperity of 
the past ten years. Opportunity for spec- 
tacular sales gains and undiminished 
pressure of competitive selling have made 
management even more receptive to ad- 
vertising and sales promotion. However, 
management now expects promotion and 
advertising to fit in with the company’s to- 
tal operations and objectives. Manage- 
ment also criticizes specialists who fail to 
implement and “sell” their ideas to top 
management, the sales force, distributors, 
and dealers. The average advertising and 
promotion man is often not helped by 
outside service agencies which frequently 
suffer from the same shortcoming. ‘Thus, 
intercompany relationships are being 
heavily stressed in development pro- 
grams. 

2. Marketing research has the same or 
greater opportunities and is subject to the 
same questioning. There is acceptance 
and expansion of research but impatience 
with ivory-tower thinking. As manage- 
ment learns to appreciate these disci- 
plines, it also expects translation into 
terms which are both understandable and 
useful to the rest of the organization. Oc- 
casional disappointment, over failure to 
work in the field and to understand ac- 
tual operations and sales effort, has 
harmed the profession. Such experiences 
are infrequent and do not outweigh the 
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positive contributions. However, they 
raise a warning signal. 

3. Higher recruiting standards in mar- 
keting apply both to new staff specialists 
and to the field force. The caliber of the 
new “professional” salesman is rising. For 
instance, one machine maker proudly 
said that 85, to go per cent of his sales staff 
were college graduates and most had out- 
standing extracurricular records. The 
marketing manager of a food company is 
trying to step up the quality of his man- 
power, saying that “our salesman is now 
calling on a well-paid, trained buyer who 
is quite a different person than the buyer 
of 1940.” 

4. Engineering background is a pre- 
requisite in many marketing offices deal- 
ing with technical products, services, in- 
stallation, or application. However, the 
small number of graduates and competi- 
tion from engineering and manufactur- 
ing offices decrease insistence on technical 
background. Thus, a leading chemical 
concern comments that: “We are not as 
much concerned with whether or not an 
individual has a technical degree as we 
were in the past because of the successful 
experiences we have had with training 
nontechnical people to handle the tech- 
nical aspects of our sales work.” A metals 
executive said that they had “learned to 
look outside . . . our and even the en- 
tire metals business. In these cases we 
look for outstanding sales ability and ad- 
ministrative ability ... and we have 
taken on the responsibility for teaching 
him our business. . . .”” The same com- 
pany meets the demand by purchasing 
agents for sales information by an inten- 
sive and successful training program. Few 
requests come to its mill people because 
its sales representatives are now able to 
handle 98 per cent of the technical ques- 
tions. But such staffing of sales and mar- 
keting burdens training and developing 


facilities, especially for smaller firms, 
even using outside sources. 

5. Many companies count on “home- 
grown” experts. Specialists in economics, 
statistics, personnel, and marketing may 
look askance at the former salesman or 
regional manager in a staff position deal- 
ing with one of these specialties. He will 
have much to learn; yet, successful cases 
will encourage even more transfers, ac- 
celerated by reluctance of some profes- 
sionals to do actual sales work. Career 
prospects are best for combined profes- 
sional training and practical, first-hand 
experience in a variety of sales assign- 
ments. However, many companies will 
promote on experience rather than bring 
in someone with a college degree and nar- 
row specialization. 

Two recent instances show that the 
same standards extend to the top market- 
ing job. A regional manager was tapped 
for the newly created staff position of vice 
president in charge of sales planning. In 
another company, a top marketing man 
with heavy advertising background was 
moved up, and a branch manager and for- 
mer wholesale salesman was chosen as his 
successor. (Of course, management un- 
derstood the latter would need time to 
grow into his new responsibility.) 

Emphasis on field experience is consist- 
ent with the new concept of marketing. 
Men are expected to have both an aca- 
demic degree and a record of successful 
selling. The president of a cosmetics firm, 
who had less than one year of college and 
started work at sixteen, said: “. . . Our 
marketing division . . . used to be al- 
most totally practical experience. Today 
that is not enough—we must also have 
people that are literate, articulate and 
have sufficient academic background to 
understand intellectually the implica- 
tions of what we do, rather than simply 
do them by rote.’ The marketing direc- 
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tor of a clock manufacturer sees his 
toughest job as “getting people to change 
their way of thinking” into long-range 
terms. 


DEVELOPING MARKETING PERSONNEL 
Special Problems 


There are two special problems in de- 
veloping manpower for marketing: 

1. There are few educational curricula 
specifically aimed at staff positions in 
marketing. Few Schools of Business Ad- 
ministration or other educational institu- 
tions provide the best combinations of 
training for their graduates to step into 
a specific marketing job. A college can- 
not be expected to provide all of the 
knowledge necessary for such a job as 
marketing accountant. Nor can a college 
curriculum provide for transitory combi- 
nations like sales promotion plus training 
plus marketing research. Such narrow 
specialization in colleges would not bene- 
fit graduates or the marketing business. 
Still, low correlation between educa- 
tional programs and job requirements 
limits development of manpower. 

2. There is little uniformity in job 
content and requirement even in sales 
training or marketing research. Even in 
these functions, variations in secondary 
or peripheral aspects of the job are con- 
siderable. Assignments in marketing ad- 
ministration or merchandising differ 
sharply among firms. Thus, a man for a 
particular job must usually be developed 
to fill the position, or the position must 
be changed to take advantage of the avail- 
able man. 

Some corporations rely mainly on nor- 
mal work relationships as a major train- 
ing instrument for development of per- 
sonnel. One executive explained that 
his corporation believed that “rubbing 
shoulders’ was all that was necessary to 


assure development of promising juniors. 
There is almost universal reliance for 
training on the immediate supervisor. 
Sales meetings, which now combine dra- 
matic presentation with real information 
and educational value, are another train- 
ing tool. New techniques are also being 
used to bring personnel up faster to the 
standards required by the new, more 
complex marketing function. 


Job Rotation 


The marketing profession uses job ro- 
tation to develop and broaden personnel. 
Some companies have formal programs, 
in the larger corporations cutting across 
divisions, to provide broad experience. 
Since specific responsibilities are not yet 
defined, there is free wheeling of person- 
nel within marketing. Thus, in a manu- 
facturing firm, the components product 
planning manager moved over to district 
sales manager after almost seven years as 
product manager; the marketing services 
manager became a product planning 
manager; the marketing research man- 
ager was made an assistant product plan- 
ning manager; and the service and parts 
planning manager was shifted to assist- 
ant manager of district sales. Frequent 
job rotation apparently helps in upgrad- 
ing the younger people. 

Job rotation further blurs the distince- 
tion between staff and line jobs, at least 
in personne! development. Many market- 
ing managers believe that shifts from staff 
to line and line to staff build back- 
grounds inevitably strengthening man- 
power in either area. In only one com- 
pany, a traditional line sales manager 
insists on selling experience for staff po- 
sitions but permits no one to stay in a staff 
position for more than three years, after 
which he usually becomes a field man- 
ager. Generally, staff and line are made to 
know each other's problems first hand 
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through job rotations. Many companies 
give the same basic introductory course 
to both staff and line people. A substitute 
for actual job rotation is achieved by re- 
quiring staff people to take field trips and 
to work closely with salesmen and other 
field personnel. 


Coaching and Manpower Inventory 


While used throughout industry for a 
long time, coaching and manpower in- 
ventory are now on a_ systematically 
planned basis. The development of peo- 
ple under his jurisdiction is a major 
standard in judging the performances of 
supervisors. At a higher level, the vice 
president of sales for a major marketing 
appliance producer, for instance, holds 
personnel rating meetings every three 
months with his department heads. Ap- 
pointment of assistants is becoming a ma- 
jor training device, pioneered by large 
corporations and now used by smaller 
companies. 

Manpower inventory has extended in 
companies where expanded marketing 
requires and justifies use of systematic 
personnel planning methods like progress 
review, job evaluation, etc. Information 
on marketing personnel is becoming cen- 
tralized even in multidivision operations. 
Thus, in an automotive company, there 
are headquarters file folders on all field 
personnel, with a special report from the 
branch manager every six months ap- 
praising special talents and development 
for each person. These files are used to 
guide advancement and to facilitate in- 
telligent promotion from within. 

Marketing departments are second 
only to personnel units in using scientific 
selection methods. There are reservations 
about their indiscriminate application in 
marketing, mainly that the process might 
prevent hiring or advancement of indi- 
viduals with shortcomings but also with 


extraordinary qualifications in imagina- 
tion or creative thinking. Some market- 
ing managers are apparently willing to 
take a calculated risk, to try to correct 
deficiencies, and to move the man to a 
position suitable for his particular abili- 
ties and inclinations. 


Internal Company Programs 


Many training programs were received 
cynically when they began some ten years 
ago. Approval is now widespread. Smaller 
companies envy the development facili- 
ties of larger competitors and seek means 
to attain similar results—perhaps the most 
significant change. Three other aspects 
must also be considered. 

The scope of development programs 
has been broadened tremendously to re- 
flect the very much wider concept and re- 
sponsibility of marketing. The scope of 
marketing development programs can be 
illustrated by summarizing the four-week 
Advanced Marketing Seminar being of- 
fered by one leading corporation. 

There is widening interest in market- 
ing courses in other departments. The 
broadened role of marketing has en- 
hanced the interest by manufacturing, en- 
gineering, finance, etc., fortified by such 
an extensive curriculum as is illustrated 
below. That company receives nearly as 
many applications from executives in 
other units as from marketing. In other 
companies, officers ranging from division 
manager to production superintendent 
have applied. A plumbing and heating 
manufacturer returns overseas division 
managers for training and indoctrination 
in basic marketing and management con- 
cepts. Participants in the Advanced Mar- 
keting Management course of the Ameri- 
can Management Association include 
nonmarketing personnel. Many compa- 
nies consider that to acquaint personnel 
with the basic principles of marketing 
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TypicaL SEMINAR SCHEDULE 
INTERNAL MANPOWER DEVELOPMENT PROGRAM 


First week: 


Discussion of plan and objectives of seminar. Explanation of case method and demonstration 


based on analysis of 


roposal to submit a bid below cost in order to —-7 idle capacity during a 
business depression. Headquarters marketing and sales organization. Develo 


pment and growth of 


marketing executives. The chief sales executive and his job. Selection of sales manager. Human 
problems in the development and direction of field sales executives. Compensation, motivation, and 
direction of field sales executives. Relations of line and staff in organization. The salesman’s job; job 
analysis and description as basis for selection of salesmen. Interview in selection procedure. 
Selection and training of salesmen. Personal history records and application blanks. Psychological 
testing in selection; selection procedures. Specialization of sales force vs. specialization of executives 
only. Problems in reorganizing a sales force to sell a new industrial product. Typical human 
problems of headquarters executives. Personnel problems in merging field organization. Human 
problems in dealing with individual salesmen. Personnel problems relating to salesmen. Adjust- 
ment of personnel grievances. Adjustment of drawing account grievances; relations with salesmen. 


Second week: 


Compensation of salesmen. Bases of compensation; salary plans; commission oer Incentive plans. 


Administration problems of compensation. Compensation and motivation o 


field sales executives. 


Marketing organization. Direction of sales force. Analysis of salesmen’s time. Training of salesmen— 


industrial products, consumer products. Sales organization. Special aang ser in product 
Dropping products from a line. Discontinuance vs. retention of proc 


alicy. 
uct. Problems of developing 


new products from marketing point of view. Diversification and simplification policies. Selection 
of new products. Guarantees and warranties in relation to consumer and technical products. 
Problems of product service. Product planning department. Marketing channels problems. Dealer 


relationships. 


Third week: 


Sales forecasting. Determining sales potentials. Sales budgets and sales quotas. Market surveys. Use 
and appraisal of market research. Market research proposals. Discussion of strengths and weak- 
nesses of the corporation's marketing organization. Pricing of industrial products. Pricing a new 
paere. Introduction and terms of sale. Pricing consumer products. Special pricing problems in 
srief. Consignment and other selling terms. Pricing of — products. Advertising in the 


marketing program. The marketing mix. Advertising anc 


sales coordination. Measurement of 


advertising effects. Price cutting and maintenance of resale prices. Fair-trade laws. 


Fourth week: 


Marketing and sales programs. Manufacturers’ sales programs in relation to distributors. Sales 
programs for industrial companies. Selling to the government. Problems in accounting for and 


appraisal of marketing operations. Measurement and control in the corporation 


Distribution 


group presentation by seminar members. Sales reports for general and marketing executives. Sales 
control reports for principal executives. Problems of installing punched card system for inventory 
and sales control. Measurement of sales operation. Budgetary control of sales and expenses by 
districts. Supplementary selling methods, fairs, exhibitions. Gratuities and entertainment, reciproc 


ity. Keeping informed in the marketing field. 


improves their efficiency and heightens 
cooperation among departments. 

There is a heightened interest in using 
outside facilities to supplement internal 
development programs. Many small- and 
medium-sized companies are using out- 
side and lower-cost organizations for part 
of the development work to improve 
their own limited internal development 
activities. 


Use of Outside Facilities 


Outside assistance for management de- 
velopment programs has expanded stead- 
ily. Except for top and general manage- 
ment, marketing has participated most 
actively, since both groups have been en- 
couraged to take part in as many of these 
outside activities as possible. 

Executive development courses, 
though long available, have also devel- 
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oped fastest since the end of World War 
II. Leading universities—like Harvard. 
Columbia, and Stanford—are providing 
four- to thirteen-week courses to broaden 
executive horizons through postgraduate 
training under skilled leadership. There 
are no data on the composition, back- 
ground, and chief interests of the “‘stu- 
dent bodies” in such programs. However, 
leaders indicate that marketing is among 
the most important. Similar, though 
often less ambitious, programs are also 
being offered by local colleges through- 
out the country. Evening courses and 
shorter schedules are being used by mar- 
keting departments outside large metro- 
politan areas. 

Professional training in selling and 
marketing is being offered by professional] 
and private groups in courses lasting up 
to four weeks and designed to further de- 
velopment of marketing personnel. The 
courses operated by the National Sales 
Executives at Rutgers University and by 
the American Management Association 
in New York and Colgate University are 
examples, The latter course is scheduled 
so that the “student” spends one week in 
each of three months in the course, with 
the other three in his office. 

Professional and trade associations, 
which showed little inclination to assist 
in sales management, have recently begun 
to provide programs, conferences, and 
speeches concerned with marketing prob- 
lems, techniques, and objectives. Various 
sales executives clubs throughout the 
country have developed over the years 
quite useful programs. The National So- 
ciety of Sales Training Executives, var- 
ious professional advertising groups like 
the Association of National Advertisers 
and the American Association of Adver- 
tising, and groups in other fields—the 
Society for the Advancement of Manage- 
ment, the National Industrial Conference 


Board, and the National Association of 
Cost Accountants—are providing pro- 
grams and training in marketing. 

The American Marketing Association 
has long provided an important forum in 
marketing research, advertising and copy 
testing, and sales analysis and forecasting. 
Some chapters of the Association have 
extended their interests to other disci- 
plines used in marketing, as reflected in 
THE JOURNAL OF MARKETING and the na- 
tional meetings. Sponsorship of this study 
by the New York Chapter of the Ameri- 
can Marketing Association fortifies these 
trends. Such expansion of interest by the 
American Marketing Association is ap- 
proved generally by the executives inter- 
viewed in this study. 

Marketing development programs. 
While “sales training programs” have 
been given for many years, they alone are 
no longer sufficient for modern market- 
ing management. Such programs have 
changed in two main ways: (1) staff per- 
sonnel are now included, and (2) the 
subject matter has broadened. The or- 
ganization to which the authors of this 
report belong included the following 
subjects in recent releases of its Selling 
and Merchandising Division, supple- 
mented by its Executive Membership 
program: over-all planning and commu- 
nications; recruiting, selection, testing, 
and termination of salesmen; orientation, 
field, and refresher training; conserving 
time and cutting paper work; motivation 
and more efficient use of: advertising; 
making sales estimates more accurate; 
planning guide for the sales executive; 
and testing salesmen’s pay plans. 


IV. PROBLEMS OF ORGANIZATION 


Basic Issurs 
Major issues which must be discussed 
are means to coordinate specialized abili- 
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ties, to use new types of personnel and to 
fit the new marketing operation into over- 
all management and direction of the busi- 
ness enterprise. The problems of transi- 
tion from a narrow sales Operation to a 
new marketing department are first con- 
sidered. Next, typical organization charts 
will illustrate how the marketing division 
is structured internally and fitted into the 
over-all corporate organization. Finally, 
the means to achieve coordination both 
within the marketing division and _ be- 
tween it and other departments are ana- 
lyzed. 


Evolution Not Revolution 


Nearly all successful changes have been 
gradual and slow rather than sudden and 
dramatic. While some marketing direc- 
tors asserted that their new positions 
marked the beginning of radical and 
rapid changes, innovations had begun 
quite some time before and were accom- 
plished step by step. Many marketing 
managers have held their positions and 
titles for a short time only: for example, 
the vice president of marketing for a 
chemical producer, two and one half 
years, and for an electronics maker even 
less. But in most cases, this was simply the 
last step in a long development. There are 
three major difliculties in the transition 
from sales to marketing. 

Give it time. A statement that “our 
company used to boast 100 engineers and 
8 salesmen today it employs 250 
people in the marketing area "actu. 
ally involves some 25, years. More typical 
are two other statements. An electrical 
goods manufacturer stated that: “We 
didn't have product managers until about 
three years ago . no forecast or pro- 
duction requirements except for the hit 
and miss impressions of the general sales 
managers .. . nomarketingresearch . 
the sales training function was added in 


the past two to two and a half years . . 
advertising was taken on as a division 
function only within this past year. * 
A marketer of consumer goods com- 
mented that: “Our present organization 
pattern actually is the result of formal- 
izing what we have evolved over the years 
. . . we were largely a one-man operation 

up to a point, we have always had 
sales administration and managing the 
sales force . . . we added marketing re- 
search approximately three years ago and 
expanded it about eighteen months later 
.. . forecasting about a year ago . 
formally organized new product develop- 
ment about a year ago. .” This com- 
pany is already blueprinting changes for 
the next several years at least. 

Apparently three years represents the 
absolute minimum to achieve the first 
stage of an integrated marketing opera- 
tion. Most companies required five to 
seven years to develop a working market- 
ing organization. Greater speed seems to 
result in waste motion and the need to 
retrace, 

Availability of personnel. Emphasis on 
recruiting, training, and developing man- 
power for the new marketing functions 
reflects the concern of top and marketing 
management in this key problem. To 
broaden marketing functions without 
qualified men is clearly against company 
interest. Some management believes that 
“we can always buy the people we want.” 
This attitude overlooks two considera 
tions which significantly limit the op- 
portunities to hire outside talent: 

People in staff positions must be 
thoroughly familiar with the company’s 
total operation. Selection of line person- 
nel for staff positions and requiring con- 
siderable time in actual selling develops 
first-hand knowledge and “feel” for the 
company’s marketing. A company may be 
well advised to go outside for a qualified 
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specialist, but experience suggests that he 
will not soon be fully qualified for an im- 
portant marketing position. 

Some personnel cannot be shifted be- 
cause of over-all company policy, or for 
morale or other human considerations. 
This attitude is now general in many 
companies, large and small. In one case, 
the order processing manager should long 
ago have been subordinated to the mar- 
keting administration manager, but the 
function will not be changed until he is 
ready to retire because the marketing ad- 
ministration manager has been his equal 
for many years. In another, the regional 
manager has long and faithfully served 
his company and will remain until the 
new marketing director can promote him 
to a position where he can fully utilize 
his capacity and also eliminate an un- 
necessary layer of supervision and con- 
form his organization with the desired 
ultimate structure. A most constructive 


approach was suggested by the president 
of a medium-sized consumer goods manu- 
facturer, who said: “Our business has 
never had a controller, it has had a chief 


auditor . . . this man is due to retire in 
approximately two years . we are now 
contacting whatever outside facilities we 
can in an effort to train our present as- 
sistant auditor to perform the functions 
of the controller . . . when our present 
auditor retires, the present assistant audi- 
tor will (we hope) be adequately trained 
as a controller, and the auditor function 
will be expanded to that of a controller.” 
The experience of many companies sug- 
gests that this method safeguards morale 
and personnel relations and in the long 
run may be the most efficient way of 
getting around the limitations imposed 
by present personnel. 

Acceptance of broadened marketing 
responsibility by other members of the 
management team is necessary. In a hand- 


ful of companies, the new marketing 
function was like a racing automobile 
caught in commuter traffic. There is no 
use building up a full-fledged marketing 
team unless and until the rest of the busi- 
ness organization is both ready and willing 
to accept and work with it. Most of the 
men interviewed claimed that all parts of 
their organizations were “‘sales oriented.” 
However, specific questions often revealed 
discontent and disenchantment. Both are 
probably inevitable attitudes. Yet, again, 
experience indicates that marketing 
should neither be developed nor staffed 
at a rate faster than the acceptance which 
it wins throughout the organization. 
Otherwise, much of its potential contri- 
bution will be wasted and damaging an- 
tagonisms may be aroused. One vice pres- 
ident in charge of sales described this 
process by saying: “One might say it is a 
constant wearing process of the drop of 
water on the rock, and the principal pen- 
alties involved are ulcers for the sales 
manager in relation to the hardness of the 
rock.” All sales and marketing must con- 
tend with this difficulty inherent in a 
function which is rapidly growing. How- 
ever, attitudes in other parts of the or- 
ganization must guide management in 
the proper timing of the transition to to- 
tal marketing. 


ORGANIZATION PATTERNS 
General Conclusions 


Even with complete agreement on the 
new marketing function, there is a be- 
wildering array of organizational arrange- 
ments—some the result of historical acci- 
dent in the original sales department 
structure from which the new marketing 
division evolved. In many more instances, 
the variations reflect the total organiza- 
tion, over-all company policy and objec- 
tives and personalities. Three major con- 
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FIGURE 2 
SALES ORGANIZATION— ELECTRONICS 
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clusions emerge from review of current 
organization patterns: (1) No one organi- 
zational scheme is universally applicable. 
No matter how “typical,” every company 
must still adjust, adapt, and modify stand- 
ard organization patterns. (2) The or- 
ganizations fall into certain basic patterns 
which can serve as “building blocks” in 
tailoring individual structures. (3) The 
organizational patterns are as much in a 
state of flux as the function itself. The 
numerous plans to modify new organiza- 
tions suggest a need to review the direc- 
tion of change as well as the structures 
themselves. For this reason, there are pre- 
sented below both the current and de- 
veloping patterns of several representa- 
tive marketing organizations. 


Examples 


Chart 1 shows the essentially simple 
structure of a metals company with a 
fairly large field organization; product 
managers under a separate assistant gen- 
eral sales manager; and a medium-sized 
marketing staff, the four key men of 
which report directly to the general sales 
manager. 

Chart 2 also illustrates strong one-man 
control, although in this electronics com- 
pany considerably more staff activity is 
involved. 


Chart 3 shows both the position of the 
marketing section within the appliance 
department of a major corporation and its 
staff. It combines a number of more or 
less unrelated staff functions in the hands 
of two of the managers. Plans are already 
in the works to eventually separate them 
out. 


Chart 4 shows the fully developed mar- 
keting organization of an equipment 
company. Note particularly the use of 
product planning managers, more fully 


discussed below. A new product plan- 
ning assistant directly under the market- 
ing manager was recently abolished, and 
a marketing personnel manager put in 
under marketing services. Also, as a tem- 
porary expedient, the marketing man- 
ager himself is taking direct charge of 
field sales and services. 


Chart 5 shows the structure of the sales 
department for a plumbing and heating 
equipment manufacturer as well as the 
separation of that department into plan- 
ning (under the general marketing man- 
ager), control (under the control and ad- 
ministration manager), and execution 
(under the general sales manager). This 
is one of several instances where the gen- 
eral marketing manager exercises a co- 
ordinating and planning responsibility 
under the vice president—sales. 

Chart 6 illustrates what in effect is dual 
control of the sales operation, encoun- 
tered in another company also. 


Chart 7 shows the fully developed mar- 
keting organization of a carpet manufac- 
turer, although here, again, the general 
marketing manager title is given to a co- 
ordinating function under the vice presi- 
dent for sales. Note especially the pilot 
marketing manager whose function and 
job description are discussed later. 


Charts 8 (a) and (b) show the way in 
which a manufacturer in the radio and 
related field announces organization 
changes to his distributors. The first is 
merely a listing of the functions for which 
each of the three key men assumes respon- 
sibility. The second shows the restruc- 
turing which the company hopes to ac- 
complish within a relatively short time, 
including the use of present staff people 
to coordinate the activities of others and 
thus ease the load on the vice president in 
charge of sales. 


THE CHANGING ROLE OF THE MARKETING FUNCTION 


FIGURE 3 
DIVISION ORGANIZATION ANDO MARKETING FUNCTION 
MAJOR APPLIANCES 


DIVISION 


GENERAL MANAGER 


Engrg. 
City Z 


Manager 


Engrg Mfg Mfg 
City Y City Xx City Z Finance 


Manager Manager Monager Manager 


Advance Mfg 
Engrg City Y E & Pcr 


Manager Monager Manager 


Advertising 
& Publicity 


Monoger 


Product 
Service 


Specialist 


Product Home 
Planning Economics National 


3 Home Accounts 
Economists Manager 


Mktg Research 
Mktg Administration Sales Planning 
Mktg. Personnel Advertising & Regional 
Development Sales Promotion Sales 


Manager Manager 5 Managers 


THE JOURNAL OF MARKETING 


January 1957 


FIGURE 4 
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FIGURE 6 
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FIGURE 7 
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FIGURE 8A 
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How Much Decentralization? 


Where the corporate marketing direc- 
tor position is advisory and staff and mar- 
keting decisions are made at the division 
level, the principle of decentralization 
becomes important. Interest is partly due 
to the fact that delegation and decentrali- 
zation of authority have become fashion- 
able, especially among very large corpora- 
tions. However, there is a clear trend to 
shift decision making down the line to- 
ward the seat of action. Marketing is af- 
fected by the same trend. Marketing ex- 
ecutives subscribe to the principle and to 
its practice. Even in small companies, re- 
sponsibility and authority are being del- 
egated as the capability of lower level 
personnel permits. While seemingly com- 
plicating the administrative tasks of a 
centralized and unified marketing depart- 
ment, such moves are believed to pay off 
in speedier and more realistic decisions. 
Several aspects of decentralization deserve 
special comment: 

Greater autonomy for product depart- 
ments appears to be developing in the 
large corporation. Essentially independ- 
ent operating divisions which can call on 
corporate staff facilities for assistance 
have been established in many large 
firms. Ihe next step in marketing is to set 
up separate product departments with at 
least skeleton marketing facilities. With 
marketing functions decentralized to the 
division and even product department 
level, the top marketing staff people be- 
come consultants, advisors, and coordi- 
nators. Their ideas are adapted to each 
product line. The difficulty of maintain- 
ing unified marketing effort is com- 
pounded but is outweighed by easy adapt- 
ability to particular areas or products. 

Line organization is also being decen- 
tralized, with the district manager usually 
the eventual pivot. An office equipment 
manufacturer puts it quite typically: 


“We made quite a move towards decen- 
tralization in the sales and service organ- 
izations about five years ago when we 
... gave the regional managers... 
quite a bit of authority . . . previously 
held in the home office. . . . Since then, 
we have gradually increased the amount 
of their authority . . . and encouraged 
them to pass on more and more authority 
to the branch managers. This decentral- 
ization program has been working very 
well.” Decentralization in small compa- 
nies is illustrated by comments of the vice 
president of a quite small consumer 
goods firm: “We aren't as decentralized 
in our sales function as we intend to be. 
We expect to make only policy decisions 
at the factory and leave all regional cus- 
tomer relations to our distributors. Their 
decisions will determine credit allowed, 
factory promotional assistance, amount 
of field assistance, territory, etc.” 

The objectives of decentralizing to the 
district managers have often been spelled 
out. For example, a major appliance 
maker will give his regional line people 
adequate authority over credit terms, 
promotional assistance, etc., to counter 
the tendency of distributors to by-pass the 
local factory representative to obtain con- 
cessions from the home office. Another 
important objective was expressed by a 
metals company officer, who said: “We 
have tried to get over to our district man- 
ager that his territory is his business for 
the ultimate profitability on a long-range 
basis.’ 

The need for additional staff is one of 
the invariable consequences of decentral- 
ization. District managers and others who 
assume delegated responsibility must be 
trained and developed more fully. Fur- 
ther, the home office must furnish more 
information. Thus, an electronics manu- 
facturer now gives his district sales man- 
agers data on the sales operation and 
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fairly detailed breakdowns of costs and 
cost variations involved in different prod- 
ucts, product mix, etc. Finally, some com- 
panies have assigned marketing special- 
ists to individual district offices. For 
example, a home equipment manufac- 
turer has a market analyst and other staff 
functions in many of his district sales of- 
fices under control of the district opera- 
tions manager. Other companies have as- 
signed product specialists to meet the 
need for specialized knowledge in the re- 
gional sales offices. 

Optimum extent of divisionalization is 
limited by the need to expand and pos- 
sibly also duplicate staff. This has led in 
some firms to pull back such responsibil- 
ities into the divisional or even headquar- 
ters office. There is also concern over 
creating confusion in corporate policy. 
Thus, in one instance, decentralization of 
advertising led to a variety of divergent 
advertising approaches. The need for 
maintaining a consistent public image 
and a unified company effort brakes ex- 
cessive decentralization. The same effect 
comes from fear of snarling organiza- 
tional lines, especially where district per- 
sonnel may communicate directly with 
counterparts in the production depart- 
ment and by-pass immediate supervisors. 
This expedites intracompany dealings 
but may lead to contradictory actions. 

However, decentralization in market- 
ing will continue. Lessons may be learned 
from companies which moved too fast. 
The answer may lie in “centralization 
with delegated responsibility” and the 
“need for centralized control over any de- 
centralization effort.” There is often a 
genuine need for gradual decentraliza- 
tion if kept in step with over-all company 
policy by effective central supervision 
and direction. Such safeguards seem par- 
ticularly necessary in the rapidly expand- 
ing field of marketing. 


Achieving Coordination 


The sheer size and complexity of 
modern marketing create new problems 
of integration and coordination both 
within marketing and with other depart- 
ments, particularly for large corporations 
but to a lesser degree for most medium- 
and smaller-sized firms as well. The need 
in smaller businesses is less apparent and, 
therefore, frequently ignored. The pro- 
portionately higher cost of such short- 
comings is particularly ironic because ef- 
fective coordination of a smaller firm can 
often be achieved at a relatively low cost 
with spectacular results. Experiences 
strongly suggest that despite smoothly 
working, informal, and personal relation- 
ships within the smaller firm, none can 
afford totally to ignore the requirements 
of better integration. 


. . « Within Marketing 


There are few major difficulties in 
achieving satisfactory coordination with- 
in the marketing department since the 
new concept itself implies such integra- 
tion. The opportunity of “slotting in” 
new coordinating functions when the 
staff either becomes too numerous or its 
organization too complex is another safe- 
guard. The expansion of marketing per- 
sonnel has also made top men in both line 
and staff more clearly aware of the need to 
communicate and coordinate. Most of the 
methods for coordination are generally in 
use or under consideration but deserve 
both further exploration and at least 
limited experimentation: 

Common training for both staff and 
line personnel. Already widely adopted 
for new employees, such training is now 
being considered for refresher and re- 
view. It has the great virtue of giving uni- 
form principles and operating frames of 
reference to all important marketing per- 
sonnel. 
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Exchange of personnel. This can 
broaden personal acquaintance and un- 
derstanding of functions and operations 
of the entire marketing team. Line per- 
sonnel is rarely brought systematically 
into headquarters and even less often is 
given temporary assignments to home or 
regional staff positions. Temporary field 
assignment of staff personnel with the 
company's sales representatives is far 
more common, a practice now routine 
with some companies. Unless such field 
assignments provide specific duties help- 
ful in the staff man’s own job, this practice 
is expensive and often limited to key staff 
personnel, department heads or a similar 
top group. 

Regularly scheduled marketing meet- 
ings and committees. Few companies, 
even medium-sized, now rely on informal] 
contacts for coordination within market- 
ing. Regularly scheduled and effectively 
led meetings, whether formally consti- 
tuted as Committees or not, seem to facili 
tate and in some cases to compel cross 
communication. For example, a machine 
tool manufacturer's marketing depart- 
menthas regular weekly meetings between 
staff and line at which projects, plans, and 
performances are reported and discussed 
frankly. Similarly, an electric goods man 
ufacturer has monthly meetings of an 
“administrative sales committee,” which, 
among other tasks, assesses the relative 
emphasis to be given various product 
lines. In an automotive concern, weekly 
meetings by the vice president of sales, 
the general sales manager, and the gen- 
eral merchandising manager keep their 
separate plans and activities consistent; 
the division controller attends and 
furnishes financial data and interpre- 
tation otherwise unavailable. Finally, 
there is the “marketing coordination 
committee” with similar personnel but 
also including the applications and prod- 


uct development director, the customer 
service manager, and representatives of 
the manufacturing, technical, and con- 
troller's departments. This broadening 
extends deliberation beyond the respon- 
sibilities of the marketing department. 


Coordinating Marketing with Other 
Functions 


Informal devices to facilitate commu- 
nication, cooperation, and broader mu- 
tual understanding are also used here to 
a considerable extent—including casual 
contact of executives from different de- 
partments, regular interdepartmental 
luncheons, and exchange of internal de- 
partmental memoranda. Again, the 
smaller company most frequently believes 
that a small staff working in close quarters 
automatically develops adequate commu- 
nication and coordination. ‘The record 
strongly suggests that many smaller com- 
panies actually fail to communicate and 
coordinate largely because they do not 
see this problem, Such companies often 
could benefit by adapting some of the 
more formal techniques used by medium- 
sized and large companies for better un- 
derstanding and closer cooperation be- 
tween marketing and other major 
divisions. In view of our focus on the 
marketing function, let us start with some 
approaches which can be originated 
mainly by marketing personnel. Others 
require top-management approval, co- 
ordination, or even initiative. 

To broaden the understanding. Some 
marketing executives deliberately add 
personnel with engineering and manu- 
facturing background regardless of their 
qualifications for sales work. One market- 
ing director so stated and the staff com- 
position of severai others indicate this in- 
tent. However, the great majority do not 
believe this to be a constructive course 
except in the rare case where engineering 
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or manufacturing aspects are so impor- 
tant that the marketing staff must include 
such specialists. Otherwise, use of engi- 
neering or manufacturing specialists in 
the marketing department can impede 
coordination and create suspicions of 
empire building by the marketing divi- 
sion. 

Cross attendance at department meet- 
ings. This technique to broaden mutual 
understanding is widely used. It can be 
made a two-way street, with manufactur- 
ing, engineering, and financial personnel 
participating in marketing meetings and 
vice versa. Some companies hold sales 
meetings in the factory itself, facilitating 
attendance ,and participation by manu- 
facturing, engineering, and related per- 
sonnel. Similarly, some management 
meetings are occasionally held away from 
headquarters for morale of regional sales 
organizations and to foster active partici- 
pation by field executives. 

Geographic concentration of all top 
staff. This is a vital ingredient for better 
integration and smoother collaboration, 
although it counters the tendency by 
some corporations over the last decade to 
locate their main sales and marketing 
offices near the geographic center of their 
market, leaving manufacturing operations 
at original sites or those most logical from 
the standpoint of raw materials, transpor- 
tation, and manpower supply. Many dif- 
ferent types of companies now locate top 
marketing personnel with the rest of the 
corporate staff. Here is a somewhat ex- 
treme but basically typical comment: 
“The marketing concept was virtually 
nonexistent in our company until two 
and a half years ago . the sales or- 
ganization created as a wholly owned sub- 
sidiary with headquarters in Chicago. 
while manufacturing was on the Fast 
Coast with the thinking of these 
two groups just as far apart as the offices 


were in miles. . . . Contact between 
(them) was made only at the level of the 
presidents of the two companies. . . . It 
took serious and in part industry-wide 
difficulties . to bring about a radical 
change. Sales people were brought to the 
mill . . . we have sacrificed a preferable 
location in the Midwest for marketing 
headquarters. . . This change seems to 
be paying off in better integration. 

Joint projects and experiences. Many 
companies try “synthetically’’ to create 
better interdepartmental understanding. 
Such efforts must be “sold” to all involved 
and justified by individual or department 
objectives. Thus, a manufacturer of elec- 
trical products prepares samples of new 
devices for field testing by a team of three 
men from the factory, two from sales, and 
one from engineering. At the other ex- 
treme, a sales executive stated that they 
“insist that before any new person is put 
on, either as the head of a department or 
as an assistant, he must first spend two 
weeks in the field with the salesmen. 
Then again we insist that every depart. 
ment head spend at least two weeks in the 
field twice a year. He may not necessarily 
be doing any selling . . . but talk- 
ing to the field managers . salesmen 
.. » going out on a few calls . so he 
keeps his perspective—(understands that) 
his job depends on sales.”” This one-sided 
and somewhat autocratic approach in 
other hands might create antagonism and 
resistance. 

Much heavier reliance on committees. 
This is a definite, fast-growing trend de- 
spite general and often well-founded res- 
ervations on the committee type of man- 
agement. For entirely practical reasons, 
companies increasingly look to commit- 
tees to expedite integration among de- 
partments. The committees are a means 
for exchange of information and views. 
Fach of the major functions or divisions 
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FIGURE 9 
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of the company is typically represented. 
The top committee usually reviews, ap- 
proves, or vetoes plans of individual de- 
partments. Parallel committee setups at 
lower levels increasingly assume decision 
making subject to their immediate supe- 
riors. There is often partial exchange of 
membership. For example, in the case of 
an electronics manufacturer, the factory's 
“planning and scheduling group” and the 
sales department's “production require- 
ments group” have common members. 
The sales operations engineering mana- 
ger of a carpet company acts as vice chair- 
man of both the sales service and the man- 
ufacturing service subcommittees. Chart 
g illustrates such cross membership on the 
policy and sales planning committees. 

There is some waste motion and time 
in the committee approach, but their in- 
creasing use indicates a legitimate func- 
tion without adequate substitute. A good 
argument for the committee setup came 
from an automotive company: “. . . We 
know that there are some who feel that 
committees can represent a considerable 
waste of time. However, we have not 
found this to be the case. It is our feeling 
that the multiplicity of products we build 
and the various groups responsible for 
their engineering, manufacturing, and 
sales are so important to one another that 
if properly organized and properly guided, 
with definite objectives, the setup has 
saved not only many hours but has given 
us a better working organization.” This 
statement outlines the standards for judge- 
ment of any proposal to expand the com- 
mittee system and suggests need for ad- 
ditional committee work or an equally 
effective substitute. 


Special Coordinating Functions 


The last step in welding the separate 
elements of a successful total operation is 
the setting up of separate coordinating 


responsibilities such as inventory con- 
trol or product planning and develop- 
ment. 


Control of Finished Goods Inventory 


The great majority of companies still 
give manufacturing complete and final 
responsibility for planning and maintain- 
ing the finished goods inventory. The 
marketing or sales department contrib- 
utes to this control indirectly by making 
available its detailed forecasts and keep- 
ing them up to date in line with any 
changes in sales plans and new orders re- 
ceived. However, inventory control now 
is often fulfilled cooperatively, or main 
responsibility placed in marketing, or it 
is set up as an independent function. Fol- 
lowing are three illustrations: 


(1) Size and composition of finished 
goods inventory is controlled by market- 
ing in a traffic appliance firm. With a go- 
day forecast, revised every 30 days, the 
marketing manager adjusts inventory 
levels and production schedules with the 
manufacturing head and occasionally 
with both finance and engineering. Top 
executives participate only in risky deci- 
sions occasionally emerging from a mini- 
mum 60-day lag required to change pro- 
duction schedules, 

(2) The product managers control 
finished product inventory in an electri- 
cal goods company, reporting to the gen- 
eral sales manager. These managers, 
located at the factory, also control border- 
line functions like expediting orders, 
technical merchandising requiring close 
contact with design engineers, and 
finished product inventory. The product 
manager is thus in close contact with man- 
ufacturing and other departments. He is 
becoming accepted as part of inventory 
control, which might not be feasible in 
companies with less specifically segre- 
gated marketing. 
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(3) An independent inventory plan- 
ning department is the most revolution- 
ary approach. It has been adopted by a 
heating equipment maker, for example, 
where the manager of inventory planning 
reports to the division president and acts 
as watchdog on both manufacturing and 
sales. His is entirely a coordinating func- 
tion. 


As a general conclusion, better means 
of coordinating manufacturing and mar- 
keting must be found to lower risks while 
maintaining adequate inventory. Some of 
the unusual approaches emphasize the 
need for closer cooperation between man- 
ufacturing and marketing. 


Product Planning and Development 

A number of factors make traditional 
central management control less and less 
satisfactory. First, postwar growth has 
compelled a realignment of management. 
Second, there have been mounting pres- 


sures for new products, and most com- 
panies must seek volume from new items. 
Finally, “complete line merchandising” 
induces development of new products and 
vesting over-all responsibility in one in- 
dividual. 

Confusion of two different concepts has 
impeded use of experience of other com- 
panies in mapping future progress: (1) 
the development of new products or serv- 
ices and (2) a separate function to plan 
all aspects of an individual product or 
product line. 

Development of new products. Fewer 
companies than ever now rely on infor- 
mal, haphazard methods for developing 
new and modified products. A more for- 
mal approach is usually prompted (a) 
when the old informal methods prove in- 
adequate, (b) if new product ideas are 
not properly followed through, or (c) 
where bad projects are not dropped 
promptly enough. The formalized ap- 


proach to new product development usu- 
ally takes the shape of one of four main 
methods: 


(1) Under manufacturing. New prod- 
ucts are still most often the prime respon- 
sibility of manufacturing, particularly in 
heavily engineering-oriented firms. Thus, 
an aircraft builder has placed new prod- 
uct responsibility along with market re- 
search and forecasting under engineering. 
It is less frequent in market-oriented con- 
sumer lines. Yet, a cosmetics firm keeps 
new product responsibility under manu- 
facturing, though giving marketing a 
strong recommending and consulting 
voice. This setup requires the president 
to become deeply involved in new prod- 
ucts and provide coordination across func- 
tional lines. 

(2) In the marketing function. Many 
companies in diversified lines have re- 
cently put new product development near 
or under marketing. For example, a small 
manufacturer of consumer goods did so, 
believing that more. market orientation 
was needed. Similar reasoning has led to 
a similar course through many different 
approaches, The appliance division of a 
major corporation has just put the new 
product responsibility in the hands of a 
designer engineer with little sales back- 
ground, with market orientation pro- 
vided by the old staff, and under the gen- 
eral supervision of the marketing director. 
On the other hand, the textile division of 
another large corporation has recently 
transferred a large group of development 
personnel, most of them scientists, to the 
marketing division. However, this corpo- 
ration also has a full development group 
at the top level for longer range planning 
and double checking the plans, programs, 
and decisions of the individual divisions. 
In addition, there is a research and de- 
velopment committee at the top corpo- 
rate level which not only approves the re- 
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search budget and decides on allocations 
to the various divisions but also provides 
coordination through its chairman, who 
is research director and vice president but 
has no working research group or labora- 
tories under him. An electrical products 
company within the last few months cre- 
ated a “director of new product sales” 
who reports directly to the vice president 
and director of sales. He works closely 
with the corporate research laboratories 
on the development of new products but 
also cooperates with the research labora- 
tories of the various divisions which are 
more product oriented. He feeds the in- 
dividual laboratories with ideas for new 
products obtained from both the field and 
customers. He may work with market re- 
search, finance, or any other division. He 
lays out the whole program for market- 
ing, sometimes to where it can be turned 
over to a regular sales division of the 
company. The former procedure required 
that any projects which cut across divi- 
sion lines had to be thrashed out among 
the different division managers. Some of 
the divisions now have “new project co- 


ordinators” reporting to the division's 
general manager, who decides whether 
the product is appropriate and the invest- 
ment justified. Finally, a “pilot market- 
ing manager’ is effectively used by a 
major carpet manufacturer to develop 
new approaches to merchandising, as in- 
dicated in the job description below. 
(3) The committee approach, Many 
companies deny that new products can be 
effectively handled by any one function— 
engineering, manufacturing, or market- 
ing—holding that cooperation can_ be 
achieved only through committees. Here 
are three different committee approaches. 
(a) A tool manufacturer looks to his 
vice president for sales planning to push 
worth-while new product ideas. Many 
other individuals become involved. A 
new product idea is first referred to the 
marketing research group and then sent 
to the sales planning committee at which 
it is reviewed from the bases of marketing, 
engineering, and cost. Then, it goes back 
to marketing research for assessment of 
its market potential. From there, it goes 
on to the product development commit- 


Taste VIII 
MARKETING MANAGER—CONSUMER Goons 


Principal Responsibilities 


. Under: the direction of the general marketing manager, create and develop on an actual field-test basis 
pilot marketing programs, which, if successful, may be launched on a national basis through normal 
channels. 

. Coordinate and act in a liaison capacity with the advertising, sales promotion, and other affected de 
— in their development of materials required in pilot marketing operations. 

ork with the market and sales research manager in setting up ways and means of evaluating sales 
effectiveness of marketing practices being pilot tested. 

. In field areas designated by the general marketing manager, present pilot marketing plans to field per- 
sonnel involved so that regional managers, district managers, and salesmen will be thoroughly acquainted 
and indoctrinated on objectives, techniques, and details. 

. Accompany field sales personnel on customer calls to observe pilot marketing plan presentations and 
operations, assisting such personnel (when requested to do so) in line with this operation. 

. Report such observations and recommend revisions in plans and supporting materials to the general 
marketing manager and, at his direction, to other interested and participating departments, committees, 
or personnel. 

. Observe and make recommendations to the general marketing manager on marketing practices as they 
affect the company’s distribution. 

8. Analyze and report on competing companies’ marketing or sales practices, presentations, and materials 
as observed in working with the field sales organization. 

9. Assist the general marketing manager in the development and programming of specific promotional 

rojects for line sales management. 
10. Undertake special assignments as the general marketing manager may from time to time assign 
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tee consisting of major top-level person- 
nel where development costs, time, and 
other problems are worked out in con- 
siderable detail for final decision. 

(b) A large plumbing and heating 
manufacturer has a chairman of a prod- 
uct development committee. He reports 
to the president of the division but draws 
on all talent available to advance promis- 
ing ideas. 

(c) A manufacturer of photo equip- 
ment has set up a top-level research board 
to appraise all new ideas from different 
viewpoints. Then, through a series of 


other committees—labeled budget board, 
change order review board, sales analysis 
board, and manufacturing board—the 
new product idea is tested before signifi- 
cant investment. 

(4) New product development as a sep- 
arate function, frequently under its own 
vice president, is the newest potential ap- 
proach. It is used in consumer and pro- 
ducer goods lines, in metals and in paper, 
among large companies and in medium- 
sized firms. But it is not universally ac- 
cepted. It is feasible only in a large and 
complex operation. Chart 10 is a fairly 


FIGURE 10 
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elaborate organization of a new products 
division in a major multidivision corpo- 
ration. 

Over-all product planning. When the 
variety of items handled becomes sub- 
stantial, management needs specific guid- 
ance on many questions. How much of 
the time of the sales force should be al- 
located for specific products? How should 
the advertising budget be split up among 
the various product lines? Which product 
lines have the greatest profit potential and 
therefore should receive the heaviest sales 
emphasis, advertising, and promotional 
support? Which product lines have the 
greatest potential in terms of new, related 
products which might be added? The 
marketing manager or general sales man- 
ager alone cannot control and develop the 
individual product lines which in effect 
are competing for attention. 

The product or product planning man- 
ager concept has been one way of handling 


these problems. There are many signifi- 
cant variations in the functions embraced. 
Essentially, one man, who is a staff man- 
ager for each major product or product 
line, fights for his line—for sales force 


time, for advertising dollars, for promo- 
tional support, etc. He coordinates and 
plans all aspects and is a watchdog, a main 
clearing house for information, and a 
source of new ideas for promotions, and 
new coordinated marketing plans. 

In many companies there is a close 
parallel in the “market manager” con- 
cept, usually used where sales are com- 
plicated by different markets rather than 
the variety of products. For example, a 
manufacturer of portable power tools sells 
the same products to both industrial and 
consumer markets, with slight variations 
in design and engineering. However, with 
different channels of distribution being 
used to reach each major market, different 
advertising media necessary, etc., a sepa 
rate market manager or sales manager was 
set up to control and plan the sales to the 
two major markets—consumer and indus 
trial. Several salesmen in a synthetics firm 
were sharply competing with each other 
for the same customer account. Here, the 
answer was to appoint market managers 
whose primary responsibility would be to 
decide the corporation's total share of a 
particular market—men's wear, women’s 


Taste IX 
Dieector oF New Propuct SALes—ELectronics 


Responsible to vice president and director of sales in 
fostering new items and in launching marketing programs 


Principal Responsibilities 


. Works with operating vice presidents, division general managers, general sales managers, chief engineers, 
and new product sales managers of all divisions on promotion of new products in their general area of 

responsibility. 

. Works closely with central engineering and engineering department of each company division in unearth 
ing and developing ideas for new products. Assists engincering departments in determining marketable 

characteristics of new product lines. 

. Consults with market research and finance departments in evaluating profitable marketability of new 
products in early stages of their development. 

. Coordinates the activities of various divisions involved in the development and promotion of a new 
roduct. 

. Pocmnes new projects in “package” form, including a master marketing plan for the products involved, 
for review and approval of top management. Follows the development of each program on a periodic 

basis, advising members of management as to the status of each individual program. Sees that all such 

——— are assigned to the appropriate sales department as soon as practicable. 
valuates new product ideas received from within or from outside of company. Presents such ideas as 


appear worth while to appropriate division or department for further consideration and possible develop- 
ment. 
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outerwear, etc.—and then promote which- 
ever fiber or combination would be best 
in total. 

The essential characteristic of product 
planning is use of whatever special facili- 
ties are needed. The following general 
observations emerge. 

Functionally, product planning covers 
a fairly broad range. As illustrated in the 


new products only. More often, the prod- 
uct planning manager plans the particu- 
lar line but does not handle its current 
performance. His emphasis is on future 
changes that may be necessary in models, 
prices, discounts, features, quality, or 
timing of changes. This set of responsi- 
bilities—as illustrated in the second job 
description (Table X) and the subordi- 


nate function described in the third case 
(Table X1)—also illustrate the slotting in 


first job description above (Table IX), it 
may be confined to the development of 


TABLe X 
Propuct Lint MANAGER—HEATING EQuIPMENT 


Principal Responsibilities 


Managerial 


1. Within the limits of authorized policies, programs, procedures, and budgets, integrates product 
planning activities of his staff to develop effective, balanced programs for his product line and 


makes formal recommendations to general marketing manager with respect to best interests of 
sales department. 


Functional 


1. Coordinates his staff in the creation, development, and recommendation of short- and long- 
range volume, price, profit, product mix, and other marketing objectives for each existing or 
new product in each geographic market area as will most effectively utilize. the energies and 
facilities of the sales department in marketing his product line. 

. Coordinates his staff in planning facilities for creating and developing technical service informa- 
tion programs, supplying field service, and conducting field testing for his product line. 

. Supervises rendering assistance by his staff to field selling units. 

. Integrates and reviews all sales forecasts made for his product line. 

. Guides his staff in continuous evaluation of the salability of present product lines, new products, 
and product improvements which offer promise of increasing sales volume and profitability. 

. Reviews and approves advertising and sales promotion campaigns, materials, and services pre- 
pared by advertising and sales promotion units in conjunction with his staff. 

. Integrates marketing research data prepared to develop sales objectives, plans, and programs 
and to appraise new product ideas; reviews action recommendations drawn therefrom; sees that 
clear and timely reports of such findings, conclusions, and recommendations are prepared; and 
follows up on such recommendations. 

8. Integrates sales training programs prepared by sales training unit in conjunction with his staff. 

9. Executes general responsibilities common to all executive and supervisory positions. 


Relationships 


1. Accountable to general marketing manager for proper interpretation and fulfillment of his func- 
tion, his specific and general responsibilities and related authority, and his relationships. 
2. Seeks and properly uses guidance from general sales manager with respect to all sales activities on 
his product line, as directed. 
3. Seeks and properly uses guidance from manager of control and administration on all accounting, 
budget, cost, and pricing matters. 
. Coordinates and cooperates with managers of advertising and sales promotion, marketing re- 
search, and sales training on matters of mutual concern. 
. Seeks and properly uses guidance from manager of order handling on the order status of his 
product line. : 
. Advises and assists district managers, as directed, in field selling matters that bear on his product 
line. 
. Works directly with other divisional executives who have comparabie authority to his and who 
deal in matters of manufacturing, purchasing, inventory control, or research on his product line. 
. Conducts such relationships with industry, trade, wholesalers, architects, builders, and engineers 
as well as professional and other associations which are necessary for the accomplishment of his 
function. 
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of a product line manager where there are 
too many separate product managers to 
have them each report individually to the 
top sales or marketing executive. Finally, 
the manager may assume total responsi- 
bility for a particular product line—both 
its future planning and current perform- 
ance. His function, as illustrated in the 


fourth job description (Table XII), en- 
compasses the full range of watchdogging 
the product line, identifying any problem 
areas, -recommending action, devising 
new promotions, keeping informed on 
competitive developments, exploring new 
markets, guiding new product develop- 
ment, and weeding out unprofitable prod- 


Taare XI 
Propuct MANAGER—HEATING EQUIPMENT 


Principal Responsibilities 


Managerial 


1. Develops, recommends, and promotes use of comprehensive sales and marketing plans and pro- 
grams for profitable selling and developing of all assigned products and for making formal 
recommendations to pd pe vse line manager with respect to the best interests of the sales 
department whenever and wherever any of these functions are involved. 

Functional 

1. Creates, develops, and recommends such short- and long-range volume, price, profit, product 
mix, and other marketing objectives for each existing or new product in each geographic market 
area as will most effectively utilize the energies and facilities of the sales department in the 
sustained and profitable growth of his products. 

. Recommends, develops, and, when necessary, administers such facilities for creating and de- 
veloping technical service information programs, for supplying field service, and for conducting 
field testing for all his products as may be necessary to achieve authorized sales and marketing 
objectives. 

; Advises and assists selling section in executing sales plans by providing assistance in the field 
to the selling units and, when required, to their customers. 

. Establishes and constantly reviews and revises, when necessary, short- and long-range sales 
forecasts on all assigned products. 

5. Continuously evaluates salability of present product lines and searches out ideas for new prod- 
ucts or product improvements which offer promise of increasing sales volume and profitability. 

. Initiates requests that advertising and sales promotion campaigns, materials, and services are 
created, developed, produced, and supplied as are required to develop and execute sales programs 
and plans effectively. 

. Requests marketing research data needed to develop sales objectives, plans, and ayo and 
to 2 rene new product ideas; makes action recommendations therefrom; makes clear and 
timely reports of such findings, conclusions, and recommendations; and sees that such recom- 
mendations are adequately followed up. 

. Initiates requests that sales training programs be created, developed, recommended, and admin- 
istered which will teach salesmen how to sell the products most effectively; helps specifying agents 
to specify; and assists in preparation of these programs insofar as possible. 

9. Executes general responsibilities common to all executive and supervisory positions. 


Relationships 


1. Accountable to product line manager for proper interpretation and fulfillment of his function, 

his specific and general responsibilities and related authority, and his relationships. 

. Seeks and properly uses guidance from general marketing manager on all planning relationships. 

. Seeks and properly uses guidance from general sales manager on all field and sales performance 
relationships. 

. Seeks and properly uses guidance from manager of control and administration on all accounting, 
budget, cost, and pricing matters. 

. Coordinates and cooperates with managers of advertising and sales promotion, marketing re- 
search, and sales training on matters of mutual concern. 

. As directed, seeks and properly uses guidance from manager of order handling on the order 
status of his products. 

. Advises and assists district managers in field selling matters that bear on his products. 

. Works directly with other divisional executives who have comparable authority and who deal in 
matters of manufacturing, purchasing, inventory control, or research on his products. 

. Conducts such relationships with industry, trade, wholesalers, architects, builders, engineers, 
and professional and other associations as are necessary for the accomplishment of his function. 


or 


THE JOURNAL OF MARKETING January 1957 


Taste XII 
PRODUCT PLANNING MANAGER—INDUSTRIAL Goons 
pm pee to the Marketing Manager within limits of approved programs 
and pol 


icies of commercial division for product planning, development, 
maintenance, and marketing, including parts and servicing. 


Principal Responsibilities 


. Delegate assigned responsibility but not accountability. 

- Staff Product Planning Department, including recruiting and training, with new appointments 

subject to —— Marketing Manager. 

- Recommend changes in organization and complement of Product Planning Department to 

Marketing Manager. 

- Administer approved personnel policies of commercial division within Product Planning De- 
artment and recommend selection, promotion, demotion, or removal of personnel to Market- 
ng Manager. 

- Approve departmental expenditures, including employee expense accounts, with own expense 

account submitted to Marketing Manager. 


Functional 


1. Assist Marketing Manager in formulating policies, procedures, and plans for product planning, 
including setting of objectives, budgets, product line quotas, and profit goals. 

2. Coordinate ideas from engineering, manufacturing, and marketing into plans consistent with 
commercial division goals, including suggestions for new product development, redesign of 
we pane to improve salability or reduce costs of manufacturing, distribution, application, or 

eld servicing. 

. Investigate and evaluate new markets for existing products, new products for existing markets, 
and new products for new markets. 

. Keep informed through personal contacts, analysis of control reports, or through other means 
of progress of assigned products, including new product development schedules, sales quotas, 
budgets, and profit goals; advise appropriate personnel if schedule not met, giving written 
notice to Marketing Manager in emergencies. 

. Evaluate products competitive with existing or planned products, including names of three 
leading competitors; customers’ reasons for using competitive brands; and price, discount, and 
channel information necessary for sales effort. 

. Maintain finished goods and parts inventories; evaluate district managers’ monthly forecasts, 
current manufacturing lead times, and any special marketing promotion plans. 

. Develop marketing programs, using specialized personne! in marketing research, sales promo- 
tion, budgetary control, sales order analysis, product = etc.; budget for these services. 

. Review and evaluate—annually or on request—over-all product planning performance, recom- 
mending changes or new programs. 

. Advise Marketing Manager in preparation of his annual budget. 

. Remain within budgets except by permission of Marketing Manager, with no automatic trans- 
fer of unspent balances. 


Relationships 
1. Consult as necessary with company auditors and act on their reports, as directed by Marketing 

Manager. 

. Assume responsibilities assigned by Marketing Manager. 

. Coordinate own activities with other product planning managers, as directed by Marketing 
Manager. 

. Advise and assist manager of marketing services, as directed by Marketing Manager. 

. Coordinate own activities with manager of field sales and service district managers, as directed. 

. Conduct public relations necessary to own functions. 

. Undertake other relationships, as directed by Marketing Manager. 


ucts. Final action may depend on the mar- 
keting manager or top sales executive, 
but the product planning manager takes 
the initiative and recommends action. 
Organizationally, most product plan- 
ning managers work within the market- 


ing department; a few operate at one level 
removed from the marketing manager, 
although most of them are directly re- 
sponsible to him. However, in a few in- 
stances, product planning is at the same 
level as marketing, manufacturing, and 


Managerial 
2 
5 
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finance. No organization chart for this 
arrrangement is available, but product 
planning leads the way toward the new 
concept of total responsibility. 

The personnel requirements of the 
new product planning function are prob- 
ably the most exacting with the possible 
exception of the marketing manager. The 
difficulties of properly staffing this posi- 
tion are illustrated in the experience of 
an electronics firm where the marketing 
director, after three unsuccessful tries, fi- 
nally had to realize that the men selected 
for these positions would not only have to 
be marketing oriented but would also 
have to possesss enough factory back- 
ground and human relations skills to be 
able to work effectively with the other 
parts of the organization. Possibly, it is 
this relationship with individuals of ap- 
proximately equal rank but of entirely 
different and varied backgrounds that 
will put the whole product planning 
manager concept to its severest test—and 
with it the new ideas about the bigger 
role which marketing management 
should play within corporate enterprise. 


V. A LOOK AHEAD 


The function of product planning 
manager is the apex of this progress re- 
port. It illustrates most clearly the com- 


plexities, challenges, and opportunities 
available in marketing today. It also doc- 
uments the general statement that mar- 
keting itself is in a state of transition 
such that this report can be little more 
than a momentary snapshot. 

In two other respects, this study does 
more: It lends substance to the position 
that the marketing plan is increasingly 
accepted as the cornerstone for a com- 
pany’s total planning effort. This does 
not mean that the marketing man need 
be supreme. It signifies only that market- 
ing must be accorded a key role in com- 
pany management. 

Secondly, the report illustrates the 
speed with which marketing is moving to 
broaden its scope, weld together its com- 
ponent parts, capitalize on all of the spe- 
cialized knowledge skills, and, 
finally, to gain and spread a better under- 
standing of its role. 

For all of those who are engaged in 
some aspect of marketing today, this 
should mean more and better opportu- 
nities to utilize both talent and imagina- 
tion. From the standpoint of the indi- 
vidual company as well as the national 
economy, the performance and promise 
of the new marketing function should 
mean greater effectiveness and much 
greater stability than this or any other 
country has ever known. 
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The Forum 


ROBERT FERBER, Editor 


AGRICULTURAL MARKETING AND THE 
ITALIAN ECONOMY 


Aims of the Italian Economy 


EVELOPMENT of the Italian economy is 

directed toward three major goals: 
(1) elimination of chronic underemploy- 
ment and unemployment, (2) increased pro- 
ductivity in the chronically depressed agri- 
cultural South, and (3) improvement of the 
adverse foreign trade balance of the nation. 
These goals are sought within a variety of 
constraints, including primary emphasis 
upon a private enterprise form of business. 
The food and agricultural industries are 
crucially important segments in the total 
development program. Nearly 40 per cent 
of the labor force works in agriculture and 
more than half the disposable income of the 
nation is devoted to food expenditures. If 
real income is to be increased, food costs 
must be lowered. If an internal market is 
to be developed for industrial and other 
nonagricultural commodities, real income 
of food producers and handlers must be in- 
creased. These two goals can be achieved 
only by enhanced physical efficiency of both 
production and marketing in the food in- 
dustries. Thus, the nation seeks methods 
which will induce changes in food marketing 
which are both consistent with the general 
development goals and feasible within the 
limits imposed by the scale and methods of 
farm and food production. 


Background of Development 


Historically, capital has moved toward 
the industrial North of Italy. In the years 
1925-1939 there was a minor average annual 
increase in national income, but income 
from the food industries increased far less. 
Unemployment increased in all sectors of 


326 


the Italian economy. The theoretically ex- 
pected long-run tendency toward equaliza- 
tion of earnings and capital flows among 
sectors and areas of the nation has been 
precluded in large part by the monopolistic 
market structure common in many nations. 
As industrial income has increased, rela- 
tively low and decreasing income elasticities 
for food have prevented expansion of agri- 
cultural production. This, in turn, limits 
the expansion of the Italian market for non- 
agricultural products. In general, agricul- 
tural productivity has increased mainly 
through the slow migration of labor from 
the farm and food industries. Industrial ex- 
pansion due to increased total employment 
rather than increased per-capita productiv- 
ity has not resulted in a significant increase 
in total retail demand for foodstuffs or in in- 
creased earnings for those working in the 
farm and food industries. Disparity of real 
earnings between farm and nonfarm sectors 
has in fact increased. Constriction of 
markets by a variety of limitations which 
have perpetuated an essentially medieval 
market organization is a major reason for 
the continuation of unemployment and of 
depression in the food industries despite 
recent increases in national productivity. 


Development Policy 


National policy designed to direct re- 
sources toward the most remunerative in- 
come sectors and thereby to increase em- 
ployment as well as per-capita productivity 
should tend to lessen disparities in real 
incomes among the various segments. Since 
the war, national policy has tended some- 
what to favor expansion of employment and 
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per-capita productivity alike by fostering 
investment in the less attractive food and 
farm industries. The policy is still too heav- 
ily weighted toward nonfarm investment, 
and no real progress has been made in re- 
moving the bottlenecks in food marketing 
which prevent reflection of increased indus- 
trial buying power in expansion of food 
production and farm income. Before the 
war, gross farm output increased in the 
North and remained stable in the South. 
Per-capita income in the agricultural South 
decreased from 60 to 56 per cent of that 
earned on the average in the North. Postwar 
policy favoring the South after the second 
war was associated with an increase of 4.1 
per cent per year in farm output in the South 
against 2.8 per cent in the North. National 
per-capita income rose at an annual rate of 
8 per cent against 1.3 per cent prewar. The 
disparity of earning between the North and 
South was not worsened. Unemployment 
remained stationary in the North and in- 
creased only slightly in the South—and there 
it was probably offset by lowered underem- 
ployment. 

Why then has unemployment remained so 
high? The recent 8 per cent rate of income 
increase reflects the enlargement of indus- 
trial capacity by war, unproductive use of 
labor in government jobs, and resumption 
of increases in farm productivity after the 
war. When these sources of expansion have 
been exhausted, a rate of 4 to 5 per cent 
increase in income should thereafter be ex- 
pected. Government savings, which repre- 
sent barely 7 per, cent of national savings, 
have been the major source of investment in 
the South. In retrospect, the investments of 
the past seven years are close to the maxi- 
mum possible. It is doubtful that heavier 
investment would yield more than the 5, per 
cent annual increment in income which is 
considered necessary under the Vanoni Plan 
—the national development blueprint—to 
wipe out unemployment and eliminate the 
North-South income gap within ten years. 


Prescriptions for Policy 


Concentration of public outlay in the 
agricultural sectors, unaccompanied by 


other changes in farm and food marketing 
policies, will not achieve these two goals. 
Expansion of total demand through public 
investment and extension of its effects to 
depressed areas and industries are almost 
totally prevented by stringent monopoly 
conditions in marketing. Without such 
monopoly, increased output incident to in- 
creased investment can be moved through 
markets by decreasing prices even if total 
demand does not rise. With general monop- 
oly in the market structure, investment does 
not grow unless total demand increases more 
than total costs. This assertion holds in Italy 
despite scale advantages of large firms. 

Expansion of demand for any line of 
products generally depends upon a sponta- 
neous expansion of production in other 
sectors. For the farm and food industries, it 
is necessary to consider the importance of 
employment in the nonfarm sectors, the 
elasticity of demand for foods in such sectors, 
and the restrictions upon use of resources 
in the food market structure. The crucial 
question here then is to identify the restric- 
tions in marketing which prevent expansion 
of investment and employment in other in- 
dustries from leading to increased output, 
productivity, and income to farm producers. 
Again, the size and the strategic status of 
the food industries in Italy make this an 
issue of national importance. General eco- 
nomic development can never attain its full 
potential without simultaneous develop- 
ment of this primary sector which employs 
two fifths of the national labor force and 
ultimately absorbs three fifths of retail ex- 
penditure. 


Marketing Monopoly 


Two major restrictions have always pre- 
vented the increases in real income in the 
food industry necessary to develop a strong 
domestic market and the decrease in real 
costs of food essential both to general eco- 
nomic development and the improvement of 
trade balances. First, the wholesale markets 
facing farmers are monopsonistic. It is 
nearly impossible to establish private com- 
mercial marketing agencies outside such 
protected institutions as public stockyards, 
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milk distribution centers, other terminal 
public markets, and pools. Expansion of 
nonfarm purchasing power cannot in these 
conditions induce expansion of volume of 
food marketing beyond the level which at a 
given price yields maximum profit to the 
protected receivers. The policies of these 
institutions are like those of a monopolist 
interested not in volume of output or em- 
ployment but only in the optimum profit 
from his own operating margin. Secondly, 
consumers buy from retail stores the total 
volume of which depends upon the amount 
yielding optimum profit to handlers and 
processors. The price or margins charged 
here are designed to maximize returns to re- 
tailers for such given volume. 

Increased general demand does not render 
profitable an increase in investment in re- 
tailing or a change in scale or method of re- 
tail operations. Only public intervention 
could force an increase in the volume of 
foodstuffs marketed as genera] demand in- 
creases. However, the monopoly position of 
wholesalers prevents retailers from expand- 
ing aggregate volume. With extremely high 
traditional margins, a great expansion of 
consumer demand would be necessary to in- 
duce expanded volume since elasticities are 
low at the wholesale level. State intervention 
by investment is limited because state sav- 
ings are only 7 per «..* of total national 
savings. Thus, demand cannot be increased 
by spontaneous investment or by state in- 
vestment. 

In general, the monopolistic restraints 
are not imposed by a few large firms but 
rather by a vast number of very small and 
specialized market concerns operating in 
essentially the same way that must have pre- 
vailed centuries ago. Costs are high. Re- 
tailers live off small volume with high and 
fixed margins, and the inducements to 
change are throttled. Finally, farm produc- 
tion is small and fragmented with little com- 
mercial specialization. If farm production 
should increase, the wholesale trade does 
not lower its margins or its price. Should 
farm production be small, the monopolistic 


handlers hold down farm prices and extend 
their margins. 

Thus, the organization of the wholesale 
markets is the main check on expansion of 
this major sector of the Italian economy. Its 
natural monopolistic tendency to stabilize 
volume is buttressed by tradition and re- 
strictive legislation and trade practices. Mo- 
bility or competition in this and the retail 
trades would eliminate a major restraint on 
general economic development. 

Control over retail licenses by neighbor- 
hood associations and municipalities further 
tends to small-volume operations with high 
and rigid markups. Thus, the direct brake 
on expansion imposed by wholesalers is com- 
pounded by retail trade organization. Public 
investment can be of little effect here and 
gains from such intervention would be con- 
centrated in the hands of traders with little 
benefit to farmers. Development of agri- 
cultural production has made farmers aware 
of the monopolistic markets they face in 
procuring supplies and in selling their prod- 
ucts. 


Policy Standards 


Thus, State action in depressed farm and 
food industries must be guided by several 
standards. Public investment should be di- 
rected to areas where unemployment is 
heavy rather than dispersed generally. In- 
come elasticity of demand for foods will be 
highest in such areas. Such investment 
should be designed to increase productivity 
above all else. This implies investment in 
food industries using much labor otherwise 
unemployed. It further implies consolida- 
tion of holdings to the extent that known 
technologies of production will become 
profitable. 

However, it is quite as necessary to abolish 
market restrictions so as to induce or at least 
to permit introduction of sufhcient alterna- 
tives of buying and selling channels to 
measure the relative efhiciency of such alter- 
natives. The present system of protected 
market agencies is an arrant restraint of 
trade. There is equally clear need to develop 
legislation for product standardization and 
control over fraud to permit introduction 
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into food marketing of the same indirect 
methods of trading by specification which 
have developed in other sectors. Italy also 
needs legislation restricting discrimination 
and other forms of monopoly. Finally, the 
nation must undertake to educate con- 


sumers so that they may know how to ex- 
press their preferences in the market. 


GIUSEPPE ORLANDO 


National Institute of Agricultural Eco- 
nomics, Rome, Italy 


THE RELATIONSHIP BETWEEN INCOME AND 
RETAIL SALES IN LOCAL AREAS 


HERE are many situations in which it 

is necessary to compare a large number 
of geographical areas on the basis of what- 
ever economic statistics may be most readily 
available. This may be the first step in selec- 
tion of areas for more precise analysis, or it 
may be part of an area study in which com- 
parison with like areas elsewhere is desired. 
The objective of this paper is to point out 
some limitations of income statistics for this 
purpose. Data on median income per family, 
as reported in the United States Census of 
Population f950, will be used throughout 
the discussion. 

It is important to distinguish two very 
different uses which may be made of income 
data. First, they may be used as indicators 
of the level of living maintained by the 
residents of the areas under consideration 
and, for this purpose, they are probably the 
best measure available. Second, they may be 
used as indicators of the market for goods 
and services in the areas studied. At this 
point, caution is urged since a positive rela- 
tionship is found between income and retail 
sales (adjusted for population) for some 
types of geographical areas but not for 
others. Tentatively, it may be stated that 
there is a positive correlation between in- 
come per capita (or per family) and retail 
sales per capita only when the areas under 
consideration are relatively “closed systems” 
—that is, where the inhabitants both earn 
their incomes and spend them within the 
area. This is generally true for states! and 


* Since this article was written, a discussion of the 
relationship of income and retail sales by states has 
appeared in the Survey of Current Business, Septem- 
ber 1956, pp. 16-17. 


for some groupings of counties into “eco- 
nomic areas.” It is not true for standard 
metropolitan areas or for individual com- 
munities. 


Income and Retail Sales in Communities 


The lack of correlation between median 
income per family (1949) and retail sales per 
capita (1948) showed up very clearly in a 
study of all incorporated places in New York 
State with population of 5,000 and over.? 
When the communities were classified by 
type—industrial, marketing, etc.—and com- 
parisons made for each type, the lack of cor- 
relation persisted. To discover whether this 
apparent lack of relationship was a phe- 
nomenon peculiar to one state, the study 
was widened to include communities in all 
parts of the United States. This task was re- 
duced to more manageable proportions by 
confining the investigation to incorporated 
places with population of 25,000 to 49,999." 
The work with New York State communities 
had indicated that the lack of relationship 
between the two series applied to places of 
all sizes. Since proximity to a metropolitan 


* New York State Commerce Review, February 1954 
and December 1954. Income data for families and 
unrelated individuals were used in the case of com- 
munities with less than 10,000 population because no 
separate figures for families are available. 

* Three communities were excluded from all com- 
putations because of extreme deviations: Bakersfield, 
California, with per-capita retail sales of $3,492 com. 
pared with a value of $2,484 for the next highest 
community outside urbanized areas; Shaker Heights, 
Ohio, and Beverly Hills, California, with median 
incomes of $8,109 and $6,489, respectively, whereas 
none of the other communities in urbanized areas 
had a median income in excess of $5,250. 
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area is one of the most important factors 
influencing the economy of a community, 
places in urbanized areas were distinguished 
from those not in urbanized areas. (No cen- 
tral cities of metropolitan areas are in this 
size group.) 

‘The coefficient of correlation between re- 
tail sales per capita and median income per 
family in the 78 communities in this size 
group located in urbanized areas was found 
to be —.o6. This figure indicates that the 
relationship is not significantly different 
from chance, The figure for the 168 places 
of this size outside urbanized areas was .4%, 
a relatively low degree of correlation 
(r? = .18). 

The communities were then analyzed on 
a regional basis, and scatter diagrams were 
examined of the relationship between the 
two selected variables. Conclusions of this 
part of the study may be summarized as 
follows: 

1. The lack of relationship which resulted 
in a coefficient of correlation of —.o6 for the 
78 communities in urbanized areas is also 
apparent in each of the individual regions 
which had a sufficient number of places in 
such areas to warrant comparisons. The 
slight tendency toward an inverse relation- 
ship—lower per-capita retail sales in urban- 
ized-area communities with higher median 
income per family—is most pronounced in 
the East North Central region, although 
isolated examples of places which fit into 
this pattern may be found in almost every 
region. In the three regions—New England, 
Middle Atlantic, and West North Central— 
the community with the highest average in- 
come had per-capita retail sales of less than 
$600.4 Suburbs of this type are probably as 
far removed from being “closed systems” as 
a community can be. The very concept of an 
urbanized area presupposes a high degree 
of interdependence between the central city 
and the environs. This means that, while the 
central city is expected to be highly diversi- 
fied, a suburb may be highly specialized for 
either residential or industrial purposes. 

* The lowest per-capita retail sales of any of the 


246 communities in the study was $378 and the 
highest, $4,091—both for places in urbanized oreas. 


Consequently, retail sales per capita vary 
widely from suburb to suburb within uiban- 
ized or metropolitan areas. (Central cities, 
because of their inner diversity which in- 
cludes a wide range of income levels, vary 
within a narrower range.) In contrast to the 
communities referred to above, examples are 
found of other suburbs with high average 
income which have developed progressive 
business centers that attract customers from 
neighboring suburbs and even from the 
central city in addition to serving local 
markets. Such communities have exception- 
ally high retail sales per capita. 

2. The low correlation between retail 
sales and income in the 168 communities 
outside urbanized areas, indicated by a co- 
efficient of .43, is not apparent in all regions 
(see Table 1). The correlation is most pro- 
nounced in the Pacific, West North Central, 
and West South Central regions and least 
evident in New England and the Middle 
Aulantic region. This is readily understand- 
able since communities in the western states, 
although not closed systems within them- 
selves, tend to be the focal points of rural 
trading areas which are relatively closed 
systems. A very different situation is found 
in the densely populated states of the North- 
east, where many small cities outside urban- 
ized areas are nevertheless so close to other 
cities or metropolitan areas that their own 
trading areas are not sharply defined. Even 
in the Pacific region, however, the relation- 
ship between the two variables is not highly 
significant from an economic point of view 
since variation among communities in re- 
tail sales per capita was slight. 

3. Median income per family ranged from 
$2,304 to $5,250 in the places in urbanized 
areas and from $1,734 to $4,219 in the “out- 
side” group. Variations among communities 
for the retail measure were from $378 to 
$3,091 for the urbanized-area group and 
from $592 to $2,484 for the other. (The 
range is narrowed substantially when re- 
gions are considered separately, of course.) 
This tendency toward greater relative vari- 
ability—that is, variability relative to the 
mean—among communities in retail sales 
per capita than in income per family charac- 
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CORRELATION BETWEEN RETAIL SALES PER Capita (R/C) AND MEDIAN INCOME PER FamiLy (Y/F) 
AND THEIR RELATIVE VARIABILITY, FOR COMMUNITIES WITH POPULATION 
BETWEEN 25.000 aNp 49,999 OutsipeE URBANIZED AREAS 


Mean of 


Communities 


in Region 


Correlation 
Between 
R/Cand Y/F 


Coefficient 
of Variation 


Region R/C 


Y/F 


Y/F r 


R/C 


New England 
Middle Atlantic 
South Atlantic 

East North Central 
East South Central 
West North Central 
West South Central 
Mountain 

Pacific 


1,175 
1,404 
1,378 
1,415 
1,127 
1,489 
1,283 
1,651 
1,767 


3,188 
3,345 
2,761 
3,476 
2,307 
3,321 
2,798 
3,519 
3,500 


* Significant at the 5-per cent level. 
> Significant at the 2'4-per cent level. 
* Significant at the 1-per cent level. 


terizes each region (see Table 1). This is 
particularly true for the communities in 
urbanized areas for reasons already outlined. 
For places outside urbanized areas, the rela- 
tive variability is likely to be less in both 
measures than for the urbanized-area group 
since the former, being relatively indepen- 
dent, are less specialized than the latter 
(principally suburbs). Such “independent” 
places tend to resemble central cities in that 
their inhabitants represent a cross-section of 
many occupations and income groups. Con- 
sequently, the average income is likely to be 
lower than in the type of suburb which is 
comprised of homes of executives but higher 
than in an industrial suburb consisting of 
factories and homes of wage earners. Simi- 
larly, retail sales in communities outside 
urbanized areas tend to be higher than in 
suburbs ‘which depend on the central city 
for much or all of their retail activity but 
lower than in others which have developed 
business centers serving a large part of the 
urbanized area. 

Why, for places outside urbanized areas, 
is the relative variability of retail sales per 
capita greater than that of median income 
per family? The answer is to be found again 
in the extent to which the given city or 
village approximates a closed system. From 
the retailing point of view, closed-system 
communities are those in which the inhabit- 


ants do all their retail purchasing at the local 
stores, and the stores, in turn, serve only the 
market within the corporate bounds of the 
city or village. For places of this type, retail 
sales per capita would be expected to vary 
directly with average income of the local 
residents. 

There are probably very few communities 
with retail systems approaching the closed 
state just described. An important factor 
which affects retail sales per capita and tends 
to offset the influence of average local in- 
comes is the community's ability to draw 
business from outside markets. Many cities 
and villages have high per-capita retail sales 
in relation to median income of residents 
because they are trading centers in agricul- 
tural areas or places with cramped corporate 
limits where population has spilled over into 
the surrounding countryside. For such lo- 
calities, data on retail sales and income 
might be related more realistically to. the 
figure for population of the community plus 
its suburbs, but statistics for such an area 
are often lacking. 

Tourists, vacationists, or business visitors 
provide another type of outside market 
which tends to raise retail sales per capita 
in some places. The operation of a sizable 
mail-order business in a community has a 
similar effect. 

Retail sales per capita in a locality may 


14 21 6 —.12 O1 
19 15 6 18 03 
29 22 12 29 .08 
39 12 8 27° O7* 
12 19 14 24 .06 
18 16 10 48> 23° 
15 22 18 Al 17 
12 27 11 36 13 
10 18 6 58° 
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vary from the expected pattern because of 
the location there of a college or an institu- 
tion such as a prison, mental hospital, or 
reform school. An institution within the city 
limits tends to boost the figure for popula- 
tion much more than that for retail sales 
since institutions usually buy through 
wholesale channels, the inmates do little re- 
tail purchasing, and the members of the staff 
frequently have meals in the institution and 
so buy less at retail than other families. Insti- 
tutional centers consequently tend to have 
relatively low retail sales per capita. A col- 
lege or university within the corporate limits 
also tends to lower this measure. Where 
most of the students live in dormitories, 
their food and furnishings are not bought at 
retail. Much of their clothing, too, is likely 
to be bought in the community where their 
parents live. However, the local stores do 
benefit from certain types of purchases made 
by the students and their visiting relatives 
and friends. 

If the institution or college is outside the 
corporate limits but close to the community, 
the effect is to increase per-capita sales since 
the institutional or educational population 
is not included in the community's popula- 
tion, whereas any shopping done by such 
persons in the local stores serves to boost 


retail sales.° A military installation within 
easy-driving distance of an urban center will 
exert a similar effect on retail sales in that 
center. 


Standard Metropolitan Areas 


Retail sales per capita and median income 
per family were compared for the 50 stand- 
ard metropolitan areas with population in 
1950 of 335,000 or more. The correlation was 
.595, a higher coefficient than that for com- 
munities but considerably below that for 
states. This is in keeping with the inter- 
mediate role of metropolitan areas, between 
states and communities, when ranked ac- 
cording to the extent to which they approach 
closed systems. Metropolitan areas tend to 
be more self-sufficient economically than 
cities or villages, but their very existence as 
concentrated centers of trade and business 
depends upon serving a large outside terri- 
tory. 

VERA KILDUFF RUSSELL 
New York State Department of Commerce 
Albany, New York 


*Median income per family is not likely to be 
affected particularly by the presence of an institution 
or college since most of the inmates and students are 
classified as “unrelated individuals.” 


A NOTE ON MARSHALL AND SELLING COSTS 


HE recent increased attention on 

marketing theory raises the controver- 
sial issue over the relationship of marketing 
theory to economic theory.! Some marketing 
students feel that accepted economic theory 
encompasses any theory of marketing; on the 
other side of the fence are those who main- 
tain that there is little, if any, application 
of economic theory to marketing problems. 


* The issue is best typified perhaps by the essays in 
Theory in Marketing, Reavis Cox and Wroe Alder- 
son, eds. (Chicago: Richard D. Irwin, 1950). See also 
the essays in Changing Perspectives in Marketing, 
Hugh G. Wales, ed. (Urbana: University of Illinois 
Press, 1951). 


It is not the purpose of this note to deal with 
this hiatus in opinions in any detail, but it 
is hoped that it provides at least a partial 
explanation why the difference in attitudes 
may be more illusory than real. A large 
portion of the differing attitudes may be 
dispelled, it is submitted, by a closer reading 
of the economic literature, even that pre- 
dating the “Chamberlinian era."’? 


* Recently, Professor M. T. Copeland has stated: 
“orthodox” economic theory “in effect, disregards the 
force of dynamic distribution.” Even if all the 
modern advancements in economic theory are dis- 
regarded, exception must be taken to this statement 
since, as we hope to show, the neoclassical economists 
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In this note, attention is devoted to one 
outstanding example of how the neoclassical 
economists considered the significance of 
selling efforts and attempted to give them a 
special nook in their theory. In doing this, 
we must consider briefly the issues discussed 
some twenty-five years ago in the Economic 
Journal controversy over increasing re- 
turns.* Some students of marketing may con- 
sider this a sterile issue since they are prone 
to assert that increasing returns are fairly 
general. This, however, is an empirical 
matter that lies beyond the scope of this 
note. The specific objective here is to point 
out that the neoclassical economists, par- 
ticularly as represented by Marshall, did not 
overlook the impact of selling efforts and 
costs on economic activity, nor, more im- 
portant for present purposes, did they over- 
look the interrelationships between increas- 
ing returns and selling costs.® 


were quite aware of marketing phenomena and took 
every possible opportunity to incorporate them into 
their analyses. For Copeland's statement, see “Dy- 
namic Distribution,” Changing Perspectives in Mar- 
keting, p. 94. 

* The controversy, in one form at least, has been 
revived recently in E. H. Chamberlin’s “Propor- 
tionality, Divisibility, and Economies of Scale,” 
Quarterly Journal of Economics, February 1948, re- 
printed as Appendix B in his The Theory of Monop- 
olistic Competition. 

*For example: “Successful advertising campaigns 
have .. . accelerated the movement toward large- 
scale production by many manufacturers. As a rule, 
increase in the scale of output is accompanied by 
decreasing costs per unit of output.” H. H. Maynard 
and T. N. Beckman, Principles of Marketing (New 
York: The Ronald Press Co., 1952), p. 431. See, also, 
W. B. Dygert, Advertising: Principles and Practice 
(Ames, Iowa: Littlefield, Adams and Co., 1949), 
pp- 2-3; and C. H. Sandage, “The Role of Advertising 
in Modern Society,” Changing Perspectives in Mar- 
keting, pp. 192-93. 

* Nor is this unique to the neoclassical economists 
alone. Indeed, the significance of the interrelation- 
ships between selling costs and increasing returns 
was recognized by and also emphasized by the classi- 
cal economists. As George M. Umemura has ably 
demonstrated, the classical economists “advanced a 
theory of marketing which the modern student of 
the subject cannot afford to overlook.” “The Classical 
School and a Theory of Marketing,” Marketing: Cur- 
rent Problems and Theories, 8. F. Otteson, ed. 
(Bloomington, Indiana: Indiana University Report 
No. 16, 1952), p. 28. 


Increasing Returns and Selling Costs 


We owe to Marshall the distinction be- 
tween “internal” and “external” economies 
of scale, a distinction that has proven to be 
quite fruitful. During the late 1920's and 
early 1930's, however, the meaning of in- 
ternal and external economies was subjected 
to searching criticism and evaluation. Most 
of the participants in the controversy agreed 
upon the nature of economies; that is, they 
are cost-reducing advantages gained by the 
firm as it expands its size. The major core of 
disagreement was over the possible types of 
economies. Marshall, in his Principles, had 
defined external and internal economies as 
follows: 


“We may divide the economies arising from an 
increase in the scale of production of any kind 
of goods, into two classes—firstly, those depend- 
ent on the general development of the industry; 
and, secondly, those dependent on the resources 
of the individual houses of business engaged in 
it, on their organization and the efficiency of 
their management.””6 


Actually the two types of economies are, 
in all probability, so intertwined in real life 
that the internal-external dichotomy must 
remain useful only as a a conceptual device. 
The growth of an industry may induce in- 
creased specialization, and this may increase 
the size of the firms in the industry, and this 
will in turn allow for further increased in- 
ternal economies. This interrelationship be- 
tween external and internal economies is, 
we submit, one of the chief sources of con- 
fusion in the Economic Journal contro- 
versy,’? and we further submit that the con- 
fusion can largely be laid at the feet of 
Marshall himself for not making clear the 
shifts in method or type of analysis he uti- 
lized. 

Marshall was not always explicit as to the 
type of analysis he used when he wrote about 
economies to scale. Most of the Principles 
formal analysis is of the particular equilib- 


* Principles of Economics (New York: The Mac- 
millan Co., 1950, 8th edition), p. 266. 

* Cf., however, D. H. Robertson's contribution (Eco- 
nomic Journal, March 1930), in which he discusses 
the interrelationship as “external-internal econ- 
omies.” 
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rium variant and was frequently (but cer- 
tainly not always) couched in terms of pure 
competition; but in his attempt to make 
economic theory as realistic as possible, 
Marshall often transcended this limited type 
of analysis by introducing essentially “dy- 
namic” (including monopolistic) elements 
into the theory. This seems to be the case in 
the issue at hand, which may be stated as 
follows: Changes in selling efforts (both 
qualitative and quantitative) may be suf- 
ficiently successful to create external and 
internal economies for the firm so that it ex- 
periences increasing returns to scale. This 
allows an expanding output that can be pro- 
duced at lower costs and (possibly) sold at 
lower prices. 

This best way to explain this process is to 
go back to the classical economists’ dictum: 
the division of labor is limited by the extent 
of the market. This “extent of the market” 
thesis argues that as the market for a product 
expands, the firms producing the product 
experience external-internal economies, and 
accordingly the thesis focuses attention on 
the causes of expanding markets. Selling 
efforts, of course, may be quite instrumental 
in increasing the sales of the firms in the in- 
dustry, particularly if one firm's sales cam- 
paign is successful enough to induce “re- 
taliatory” advertising by its competitors; the 
net effect of all the advertising may very well 
be an increase in demand for the industry's 
products. Thus, the neoclassical external- 
internal economies analysis forces one to 
focus attention upon selling efforts as a very 
important source of economies. 

The so-called orthodox economists have 
been quite aware of this possible impact of 
selling efforts. In this connection, we can do 
no better than to reproduce the following 
statement: 


“How far ‘selling expenses,’ for example, are 
to be counted sheer economic waste depends 
upon their effects upon the aggregate product 
of industry, as distinguished from their effects 
upon the fortunes of particular undertakings.”* 


"A. A. Young, “Increasing Returns and Economic 
Progress,” Economic Journal, December 1928, p. 537- 
Still, we cannot agree with Sandage, op. cit., p. 189, in 
that “it is perhaps conceivable that if advertising 


The Marshallian Analysis 


Marshall himself was more than aware of 
the preceding conclusion. For instance, in 
the Principles, we find the following state- 
ment: 


“Now it is obvious that if a manufacturer 
makes a commodity the increased production of 
which would put largely increased . . . econo- 
mies within his reach, it is worth his while to 
sacrifice a great deal in order to push his sales in 
a new market.”® 


The Marshallian analysis, however, goes 
beyond this. The logical question that arises 
is: Do all firms experience increasing returns 
to the extent that it would be worth while to 
increase selling expenditures in the immedi- 
ate period? 

In answer to this question, Marshall 
distinguished between two types of firms, 
the distinction being made on the basis of 
the types of products involved. 

(1) There are, first, those firms in which 
opportunities of large-scale economies have 
already been fully exploited. These are the 
firms in which “marketing is easy,” that is, 
where a “producer may . . . obtain access 
to the whole of a large market in the case of 
goods which are so simple and uniform that 
they can be sold wholesale in vast quanti- 
ties” (p. 286). Marshall asserted that “most 
goods of this kind are raw produce; and 
nearly all the rest are plain and common, 
such as steel rails and calico; and their pro- 
duction can be reduced to routine for the 
very reason that they are plain and common” 
(p. 286). As noted above, Marshall felt that 
most of these economies had already been 
exploited to the full; and if we interpret his 
original statement above literally, we are 
forced to conclude that these firms will not 
engage in selling efforts on other than a com- 
petitive basis in order to maintain their re- 


were used only to persuade people to consume to the 
maximum of their ability to buy, savings would be- 
come nil and the economy decay.” This attributes a 
much too powerful force to advertising. 

* Op. cit., p. 997. The omitted word is “internal,” 
although it is clear from the context that Marshall 
was writing as much about external as well as in- 
ternal economies. All further references to Marshall 
will be made parenthetically and to the 8th edition. 
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spective shares of the market. At least we 
must infer that they will not increase selling 
costs for the purpose of obtaining economies 
of large scale. 

(2) What, however, of other firms? Mar- 
shall argued that “in specialties marketing is 
difficult” (p. 287, margin), and it is here that 
increasing returns hold out such great 
promises if only the sales of the firm could 
be increased. In his words: “But many com- 
modities with regard to which the tendency 
to increasing returns act strongly are, more 
or less, specialties; some of them aim at 
creating a new want, or meeting an old want 
in a new way” (p. 287). These are the firms 
of which some “are adapted to special tastes, 
and can never have a very large market; and 
some have merits that are not easily tested, 
and must win their way to general favour 
slowly. In all such cases the sales of each busi- 
ness are limited, more or less according to 
circumstances, to the particular market 
which it has slowly and expensively ac- 
quired; and though the production itself 
might be economically increased very fast, 
the sale could not” (p. 287). 

In reference again to the statement quoted 
at the beginning of this section, we are led 
to infer that the firms producing this second 
type of commodities would emphasize sell- 
ing costs in order to increase the size of their 
respective markets and hence experience ex- 
ternal-internal economies. 


Conclusions 


The main conclusion to be drawn from 
the Marshallian analysis is that sellers will 
utilize selling costs in the short run whenever 
the gain of economies appears to be suf- 
ficiently large in the long run. It should 
perhaps be pointed out that Marshall was 
well aware of the difficulties involved in 
allocating advertising and other selling costs 
to various products (pp. 396-97). The main 
conclusion set out above is only another 
statement of the hypothesis put forth by 
many contemporary marketing students (see 
footnote 7 above). It is, however, to be noted 
that Marshall was careful in his phrasing, 
and, although he attached a great deal of 
significance to external-internal economies, 
he never attributed to them the near uni- 
versality that some marketing students do. 
And finally we must disagree heartily with 
such statements that the orthodox economic 
theory a la Marshall, “in effect, disregards 
the force of dynamic distribution.” Whether 
or not the Marshallian analysis is correct is 
one thing, to say that Marshall disregarded 
marketing problems is quite another, al- 
though it should perhaps be emphasized 
again that in his treatment of selling costs 
he did transcend his usual vehicle of “partial 
equilibrium analysis.” 

LOUIS A. DOW 
University of Oklahoma 
Norman, Oklahoma 


STORE MERCHANDISE PUBLICITY 
ON THE WOMEN’S PAGES' 


ROBABLY no other medium can build a 
P reputation for a store quicker than fre- 
quent and favorable press publicity. By 
making news, a store stamps itself as a leader 
in the minds of prospective customers. Such 
identification is priceless, as a merchant must 


* Based on “Retail Press Publicity with Major 
Emphasis on Merchandise Publicity Found on 
Women’s Pages of Newspapers” (Ph.D. Dissertation, 
Graduate School of Business Administration, New 
York University, 1955). 


win the respect and confidence of consumers 
before he can convert them into customers. 

So important is the development of pres- 
tige that many department and department- 
ized specialty stores spend a substantial por- 
tion of their newspaper advertising budgets 
for institutional] advertising. But prospective 
customers are even more favorably im- 
pressed with their advertising messages 
when these messages are supplemented with 
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timely news stories on the women’s pages.” 

Through publicity on the women’s pages, 
a store can keep its customers informed of 
the many merchandise and _ institutional 
features and attractions which it stages from 
time to time such as fashion shows, contests, 
and parades. These women’s page stories 
stir up conversation about the store and 
spread the news of its doings to people who 
may read neither the women’s pages nor the 
advertising sections of newspapers. 

A considerable portion of a store’s press 
publicity effort may be spent in getting some 
of its finer merchandise pictorially illus- 
trated on the women's pages. A count of the 
merchandise illustrations which appeared 
on the women’s pages of The New York 
Journal-American during 1953 revealed a 
total of g77 such illustrations with several 
stores receiving over 100 illustrations apiece. 

Women’s page merchandise publicity is 
highly prized by department and depart- 
mentized specialty stores because it enables 
these stores to pretest customer demand for 
some of their new merchandise. By carefully 
watching customer response to the “free” 
women’s page advertisements, the stores’ 
advertising departments are given valuable 
guidance in planning paid promotions. 
Whenever women’s page publicity sells out 
the small initial stock of a new item, a large 
reorder is placed with the manufacturer, and 
this item is scheduled for future advertising. 
Conversely, when women’s page publicity 
produces a comparatively light response, 
further promotion of the line is usually not 
attempted. 


Nature of Women’s Pages 


Women’s pages are of recent origin, hav- 
ing evolved from the society pages of metro- 
politan newspapers during the 1940's.* To- 
day's women’s pages are edited by experts 
on fashions, home furnishings, and other 
merchandise of interest to homemakers. 
These experts follow closely new merchan- 


*Charles M. Edwards and William H. Howard, 
Retail Advertising and Sales Promotion (New York, 
Prentice-Hall, Inc, 194§), p. 515- 

* Letter from Eleanor Clark French, Women’s News 
Editor, The New York Times, April 28, 1954. 


dise developments in wholesale markets and 
keep their readers informed of the arrival of 
new promising merchandise in the local 
stores. The newly arrived merchandise is 
attractively illustrated on the women’s page 
and the pioneering store is frequently given 
a credit line. There is keen rivalry among 
department and specialty stores for merchan- 
dise illustrations and credit lines. 

A study of the women’s pages of 30 metro- 
politan newspapers revealed that innova- 
tions in fashion apparel, home furnishings, 
fashion accessories, and cosmetics are fea- 
tured most frequently. Table I lists the 
number of merchandise illustrations under 
these 4 categories which 16 New York City 
stores received in 1953 from the women’s 
page editors of The New York Journal- 
American. 


Influence of Advertising 


A metropolitan newspaper may have 
many department and departmentized spe- 
cialty stores competing for merchandise il- 
lustrations. Each of the competing stores 
qualifies for a certain number of these illus- 
trations within a maximum-minimum 
range. The exact number seems to be de- 
termined largely by the following considera- 
tions: (1) the size of the store’s advertising 
schedule, (2) the newsworthiness of its mer- 
chandise, and (3) the competence of its press 
publicity staff.® 

Advertising linage would seem to be a 
major, if not the most important, factor in 
the determination of the number of a store’s 
merchandise illustrations, to judge from an 
examination of the relationship between a 


*New garden and lawn implements, imported 
foods, and seasonal items such as original Christmas 
cards and novel toys were found to appear occasion- 
ally on the women’s pages of several newspapers. 
Any new item for home use may be selected for 
publicity by women’s page editors. 

* These three reasons were cited most frequently 
by store press publicists. Size of the press publicity 
staff, freedom from the interference of store buyers 
and advertising executives, and amount of the press 
publicity budget were also mentioned as important 
considerations by several publicists. Store publicists 
in New York City were interviewed personally, while 
the opinions of store publicists in 28 other cities were 
obtained by mail questionnaire. 
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TABLE I 


MERCHANDISE ILLUSTRATIONS APPEARING ON THE WOMEN’S PaGes OF THe NEw YorK JOURNAL-AMERICAN 
BY STORE AND TYPE OF MERCHANDISE, 1953 


Number of I'lustrations 


Fashion 


Store apparel 


furnishings 


Fashion 
accessories 


Home 


Total 


Cosmetics 


Bloomingdale Brothers 
Macy's New York 

B. Altman & Co. 

Gimbel Brothers 

Stern Brothers 

— Wanamaker & Co. 

usseks Fifth Avenue 

Arnold Constable & Co. 

Oppenheim & Collins 
— McCreery & Co. 
*ranklin Simon & Co. 
Best & Co. 

Saks Fifth Avenue 
Bonwit Teller 

Hearn Department Stores 

Lord & Taylor 


Tota! 


cone oor ono 


a | 
wn 
n 


"77 


store’s advertising linage and its merchan- 
dise illustrations. This relationship is shown 
in Table II, where 11 Fifth Avenue specialty 
apparel stores have been ranked according 


to the size of their advertising schedules in 
The New York Herald Tribune during 
1953. The number of merchandise illustra- 
tions received by each of these stores is listed 
in the adjacent column. Comparison reveals 
that as advertising linage increases, mer- 
chandise illustrations also increase. 

The figures in the third column of Table 
II were computed by a least-squares regres- 
sion of illustrations on advertising linage 


and represent the exact number of illustra- 
tions each of the stores would receive if ad- 
vertising were the only factor in the determi- 
nation of store mentions. A comparison of 
the figures in columns two and three reveals 
that, with the exception of two stores, the 
actual number of merchandise illustrations 
received is very close to the number derived 
by statistical formula. 

The closeness of the relationship between 
store advertising linage and merchandise 
illustrations can be measured statistically 
by computing the coefficient of correlation. 
The value of this statistic is found to be .g5, 


Taste Il 


RELATIONSHIP BETWEEN ADVERTISING LINAGE AND MERCHANDISE ILLUSTRATIONS CREDITED 
TO Fietn AVENUE SHors THe New York Heracp Trisunr, 1953 


Advertising 
Linage 


Store (000) 


Actual Number 
of Merchandise 
Illustrations 


Number of Illustrations 
Com puted by Least-Squares 
Regression on Linage 


Milgrim, Sallv 
Gunther Jaeckel 
Peck & Peck 
Henri Bendel 
Tailored Woman 
fay Thorpe 
ergdor! Goodman 
Saks Fifth Avenue 
Bonwit Teller 
Best & Co. 
Lord & Tavlor 


an 

58 21 21 118 
54 34 19 118 
58 27 15 112 
53 24 13 99 
45 1 79 
20 1 63 
50 61 
38 53 
42 52 
31 1 47 
40 46 
37 42 
29 39 
28 38 
6 7 
2 3 
— 591 104 | 

18 23 20.4 

51 27 280 

61 28 30.3 

78 31 34.2 

92 20 37.5 

104 40 40.2 

114 63 42.5 

248 83 73.3 

250 72 73.8 

284 74 81.6 

413 112 111.3 
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Tasce Ill 


ADVERTISING LINAGF AND MERCHANDISE ILLUSTRATIONS OF 16 MANHATTAN DEPARTMENT STORES IN 
Tue New York Heracp Trisune, Tak New York Times, anp THe JOURNAL-AMEPICAN, 1953 


Store 


Total 
Advertising 
Linage 
(000) 


Total Rank 
Merchandise 
Illustrations Illustrations 


Rank in 
Advertising 
Linage 


R.H. Macy & Co... 

B. Altman & Co........ 

Bloomingdale Brothers 

Gimbel Brothers. . - 
ohn Wanamaker & Co... 

Stern Brothers 

Lord & Taylor. 

Arnold Constable & Co. 

Franklin Simon & Co... 

Russeks Fifth Avenue 

Saks Fifth Avenue 


— McCreery & Co... 
onwit Teller 

Oppenheim & Collins 

Hearn Department Stores. . 


3,393 
1,904 
1,639 
1,578 


294 
322 
357 
224 


indicating a close relationship between ad- 
vertising linage and merchandise illustra- 
tions. While a high degree of correlation 
does not of itself establish causation, such a 
conclusion may be justified in this instance 
on the basis of empirical evidence. Most of 
the store publicists interviewed by the writer 
were of the opinion that advertising linage 
is the most important consideration in the 
allocation of space on women’s pages.® 


Other Considerations 


As was noted earlier, the success of a store 
in featuring its merchandise on the women’s 
pages also depends to a certain degree upon 
other considerations such as the newsworthi- 
ness of its merchandise and the competence 
of its press publicity staff. The influence of 
other factors besides advertising can be seen 
in Table III, where 16 high-fashion, me- 
dium-fashion, and low-fashion stores have 
been ranked according to the size of their 
cumulative advertising linage in three New 
York City newspapers in 1953. The cumula- 
tive number of merchandise illustrations 


* Nevertheless, the possibility that advertising 
linage may at times be effect instead of cause must 
not be overlooked. For instance, an editor might give 
more space on the women’s page to a particular store 
in an effort to induce that store to increase its ad- 
vertising linage with his paper. 


received by each of these stores appears in 
the adjacent column. Comparison reveals 
that as advertising linage decreases, mer- 
chandise illustrations also decrease, but the 
relationship between the two variables for 
these 16 heterogeneous stores is less pro- 
nounced than in the case of the 11 more 
homogeneous Fifth Avenue stores.? 

Significant deviations are evident in the 
case of four stores—Saks Fifth Avenue, Bon- 
wit Teller, John Wanamaker, and Stern 
Brothers. Saks Fifth Avenue and Bonwit 
Teller, while ranking only eleventh and 
fourteenth in advertising linage, stand fifth 
and cighth in women’s page illustrations. 
This signal achievement must at least 
partially be credited to the fact that both 
stores specialize in high-fashion apparel and 
accessories and have two of the largest and 
most competent press publicity staffs among 
New York City stores. 

On the other hand, Stern Brothers and 
John Wanamaker rank relatively low in 
number of illustrations largely because nei- 
ther of these two stores maintained a press 
publicity staff in 1953. In both stores press 


"How much less this relationship is can be meas- 
ured by comparing coefficients of rank determination. 
The two values are .77 for the 11 Fifth Avenue stores 
(Table Il) and .48 for the 16 heterogeneous stores 
(Table 


1,416 115 12 
1,393 137 11 
ae 952 207 6 
ve 808 111 14 
778 190 7 10 
721 210 5 11 
Best & Co 687 181 9 12 
665 110 15 13 
626 187 & 14 


THE FORUM 


339 


publicity was handled by an already over- 
worked advertising staff. 


CONCLUSIONS 


Women’s page merchandise publicity is 
highly prized by stores because (1) it helps 
to build prestige, (2) it helps to bring cus- 
tomer traffic, and (3) it pretests the demand 
for new merchandise. 

Yet, the women’s pages of metropolitan 
newspapers appear to function essentially 
as supplements to the advertising pages. A 
study of scores of these pages revealed that 
the larger retail advertisers—department 
and departmentized specialty stores—get 
most of the merchandise illustrations. 

Advertising linage appears to be the most 


important consideration in the determina- 
tion of the number of merchandise illustra- 
tions a store receives. However, even a large 
advertiser must maintain a competent press 
publicity staff. A large advertiser who has 
not organized for press publicity may re- 
ceive less merchandise illustrations than a 
smaller advertiser who has an alert and 
imaginative press publicist working with 
women's page editors. Stores that specialize 
in trend-setting fashions appear to have a 
better opportunity of meeting the require- 
ments of women’s page editors than do less 
fashion-minded stores. 


STEVEN J. SHAW 
University of Florida 
Gainesville, Florida 


WHAT IS A PICTORIAL PROJECTIVE 
TECHNIQUE? 


HREE motivation research studies, na- 
‘Lao in scope, were conducted on 
three different classes of products. The 
sample size totaled 4,400 women. -varying 
from a 1,100-respondent survey to a 2,000- 
respondent survey. 

In each study, respondents were shown a 
drawing of a woman shopping in a grocery 
store. The grocery store was not identifiable 
as to type, and the woman's features were 
ambiguous in the sense that her face was 
devoid of conflict or bewilderment. She was 
looking at a shelf of products in which some 
brands were advertised at a certain price, ob- 
viously the regular price. One brand, called 
XYZ, was advertised as being on a half-price 
sale. The respondent was told that the brand 
on sale was not her regular brand. 

While respondents looked at the picture, 
they were asked the following questions by 
the interviewer: 


“What is she likely to do?” 
and 
“What do you think she should do?” 


The question “What is she likely to do?” 


was the primary projective technique. The 
picture served to set up the respondent for 
the question, but it was the question which 
really got at the concealed response the re- 
spondent might not have given under direct 
questioning. To a greater or lesser degree, 
the respondent had identified herself with 
the woman in the drawing—that is, she felt 
that the woman was really herself. By her 
response, she revealed what, “she,” the re- 
spondent, would do in the situation without 
being aware of the faet that she had done so. 

The question “What do you ‘think she 
should do?” served primarily as a measure 
of social expectation about her behavior. 

We studied the replies of users of different 
brands of products to the “likely to do” 
question. We found the users of different 
brands responded differently to the ques- 
tion, as follows: 


Brand X Brand Y 


percent 


Likely to buy special 30 50 
Likely to buy regular 70 50 
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We interpreted this to mean that more 
users of brand X have brand loyalty in a 
pricing situation than the users of brand Y. 
This does not mean that this projective tech- 
nique cannot measure brand loyalty in other 
than a pricing situation. We chose the pric- 
ing situation for our picture because we be- 
lieved it to be an acid test of brand loyalty, 
but there are other less stringent tests. 

Next, we studied the replies of users of 
different brands to the “should do” ques- 
tion. 


Brand X Brand Y 


percent 


Should buy special 10 25 
Should buy regular 90 75 


We interpreted this to mean that pri- 
marily social pressure toward conformity 
operated to produce the above results. 

Thus, the technique meets the criterion 
of “projective” by reaching subsurface feel- 
ings. But it clearly demonstrates that the 
primary part of the technique was in the 
question asked about the picture and not 
the use of the picture itself. 

This puts an entirely different light on the 
nature of a pictorial projective technique. 
It is not strictly the use of pictures, but what 
and how the pictures are used. The picture 
and/or the questions used with the picture 
could be the primary vehicle for getting at 
subsurface feelings. 

In psychological consumer research, as in 
clinical psychology, some projective tech- 
niques elicit more projected material than 
others. Where a given technique is placed 
on the projective-nonprojective continuum 
is a function of a number of variables. A 
convenient way of classifying these variables 
is as follows: 


1. The degree of ambiguity of the stimulus. 
The stimulus ambiguity can be varied 
with regard to the person's (or persons’) 


facial and bodily expression. The ambi- 
guity of the stimulus is also a function of 
the background and the amount of detail 
in the background. 

. The degree to which the subject is unable 
to infer the interpretive value of his re- 
sponses—the inability of the respondent 
to infer what conclusions we will or can 
draw from his responses. For example, it 
is generally true that people have less 
difficulty in determining what meaning- 
ful inferences we can draw from a long 
story they tell than in determining what 
meaningful inferences can be drawn from 
short answers to sentence completions. 

. The degree to which the stimulus allows 
a wide variety of responses. The possibil- 
ity of a wide range of responses is a func- 
tion of the stimulus ambiguity and the 
instructions given to the respondent. For 
example, a given picture might be pre- 
faced with such an unambiguous ques- 
tion as “what is the man (woman) doing?” 
or with an ambiguous question like 
“what would you say he (she) is thinking 
about?” 


Using the third person in asking questions 
or asking what most people think does not 
insure a projective type question or tech- 
nique. Also, the mere fact that a picture is 
used in an interview situation does not mean 
that a projective device is being employed. 
However, pictures which do not function 
as projective devices have utility when they 
are consciously used to give the respondent 
a more complete stimulus situation. It is 
sometimes true that pictures which have 
value only to the extent that they generate 
good stimulus situations are treated as 
though they have projective value. 


RICHARD L. LYSAKER and 
JOSEPH E. BRADLEY 


Pillsbury Mills, Inc. 
Minneapolis, Minnesota 
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HOW DOES BUSINESS REGARD UNIVERSITY 
ADVERTISING COURSES? 


NITED STATES Corporations today accept 
U an engineering degree as assurance of 
technical knowledge warranting immediate 
employment at a rather high salary. While 
personnel managers are beginning to give 
some weight to university advertising 
courses, there remains a wide gap between 
engineering studies and advertising studies 
as viewed today by top business executives. 

Conversations and correspondence with 
agency and media men indicate an under- 
current of distrust in the effectiveness of 
advertising courses in universities. At the 
1956 Advertising Federation of America 
convention in Philadelphia, professional ad- 
vertising men spoke almost contemptuously 
of present-day advertising education, claim- 
ing it to be abstract and cloud-built, not in 
tune with reality. These speakers did not 
seem to realize how many of today’s adver- 
tising teachers are closely linked to practical 
advertising problems through consulting 
and research work, nor how many have en- 
tered teaching from their own ranks. 

Symptomatic, perhaps, of this distrust of 
advertising courses is the recent appearance 
in university publications of a Procter and 
Gamble advertisement seeking personnel 
for copy supervision, media, merchandising, 
and brand management. The advertisement 
contains this sentence: a knowledge of ad- 
vertising is not necessary. (Italics are the 
author's.) 

This and other indications that advertis- 
ing education lacks prestige with a fairly 
large segment of business executives warrant 
thoughtful analysis by advertising educators. 
It would be difficult to picture a corporation 
seeking engineering personne! including in 
its announcement a phrase such as “a knowl- 
edge of engineering is not necessary.” 

If employers sometimes feel that advertis- 
ing majors come to them lacking technical 
knowledge of the principles guiding their 
profession, it must be because: 


(1) we who teach advertising are not doing 
our job adequately, 

(2) the type of young man or woman with 
enough creative imagination to excel 
in advertising takes a liberal arts course 
and so is not exposed to what we offer, 
or 
we have failed to inform employers ex- 
actly what tools of the profession a 
young man or woman must acquire be- 
fore graduating from a School of Busi- 
ness Administration with a major in 
advertising. 


The chief reason why the advertising fra- 
ternity rebuffed David Ogilvy's suggested 
“University of Advertising” is that the 
young man who tackles advertising needs 
a broad background of English, the humani- 
ties, science. (So, too, does the engineer.) To- 
day's Schools of Business Administration— 
most of them integral parts of large 
universities—quite rightly make these sub- 
jects requirements for students of manage- 
ment, finance, accounting, and marketing. 

It can be argued, however, that this cul- 
tural base be broadened for students of ad- 
vertising. An advertising man’s future de- 
pends on his ability to communicate, 
whether he be copywriter, space buyer, or 
account executive. Hence, our advertising 
students may need a more comprehensive 
knowledge of English composition as well as 
a richer background in literature and science 
than we now require. 

When it comes to consideration of our 
own teaching methods, today’s trend is to- 
ward turning advertising classes into work- 
shops where groups of students plan, create, 
and place advertising campaigns, much as 
they would in an agency or advertising de- 
partment. 

This method was interestingly described 
by Prof. Samuel V. Smith of Washington 
University in the January 1956 issue of THe 
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JOURNAL OF MARKETING. It has been func- 
tioning successfully at the College of the 
City of New York and many other universi- 
ties (including the University of Miami) for 
several years. 

This type of laboratory work gives stu- 
dents practical experience in product, mar- 
ket, and media research. It stimulates crea- 
tive thinking. Copy ideas developed in these 
classroom campaigns have been adopted 
occasionally by the company on whose prod- 
uct our undergraduate advertising class 
teams have prepared presentations. 

Companies employing college graduates 
who have had this type of experience are 
usually gratified to discover how much pre- 
liminary training their new employees have 
already had in market research, media stud- 
ies, and various forms of testing as well as in 
preparing advertising material. 

Advertising depends in part on creative 
ability, but in recent years much of it has 
become a science which can be taught and 
is being taught in our universities almost as 
definitely as engineering. New employees 
tackling advertising problems without the 
background of university education in ad- 
vertising can and often do make costly 
blunders. These go unrecognized because 
too many corporation executives are unable 


to evaluate the effectiveness of their own ad- 
vertising.* 

We teachers of advertising must continue 
to improve teaching methods in order to 
mold our students into creative advertising 
men and women, conversant with the latest 
techniques, trained to use their imagina- 
tions, but basing their thinking on well- 
founded advertising principles. 

Our job then will be to convince top 
management that the university graduate 
who has majored in advertising has a pro- 
fessional understanding of advertising prin- 
ciples and skills which he cannot obtain in 
any other way. As our graduates prove their 
worth and mount in their profession, cor- 
porations seeking copy and media men may 
become as avid for them as aircraft manufac- 
turers are today for those with engineering 
degrees. 

FRANK DUNBAUGH 
University of Miami 
Coral Gables, Florida 


*My own case illustrates what the lack of adver- 
tising education means. After graduating from a 
liberal arts college, I entered the field of advertising 
knowing nothing of its principles and techniques. 
Had I known then what every present-day advertis- 
ing student must know in order to pass his course, I 
would have saved my employers and clients thousands 
of dollars. 


ON THE RELIABILITY OF MAIL 
QUESTIONNAIRES IN PRODUCT TESTS 


N the administration of research projects, 
I information is sometimes sought regard- 
ing the dependability of a mail survey and 
the minimum amount of time that may 
safely be set for a consumer product test. A 
recent product placement study of lipstick 
gives some evidence on these questions. 


Conditions of the Study 


The design of the study called for leaving 
with regular users of specific lipsticks an un- 
identified tube of lipstick.!. Respondents 


* To locate users of the lipstick brands wanted with 


were asked to use the test lipstick for three 
wecks and were informed that at the end of 
that time they would be reinterviewed on 
their opinions toward the test lipstick. To 


certain length-of-use qualifications, a total of ap- 
proximately 3,500 contacts were made with women 
in two cities. Specific middle and upper middle- 
income sections were selected, and interviewers were 
required to visit every home in the area following a 
prescribed pattern of coverage. In business areas, 
every store and office was visited within prescribed 
blocks. No callbacks were made to get “not at homes.” 
The test lipstick was checked against each of four 
competitive brands. 
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reduce mortality due to flagging interest, 

each respondent was sent a letter and a post- 

card questionnaire to reach her exactly one 

week after the placement was made asking 

for her opinion of the lipstick at that time. 
Two questions were asked, namely: 


1. Taking everything into consideration, 
how would you rate the test lipstick— 
would you say it was an excellent lipstick, 
a very good lipstick, an ordinary lipstick, 
not too good a lipstick, or a very poor lip- 
stick? 

2. Taking everything into consideration, 
how would you say the test lipstick:com- 
pared with the (brand) you usually use— 
would you say you liked the test lipstick 
better, about as well, or not as well as 
(brand stated)? 


The same two questions were incorpo- 
rated in the follow-up personal interview 
that took place approximately two weeks 
after the letter was received. Only women 
who had used selected brands of lipstick for 
at least two months were used in the test, the 
rationale being that such women had 
formed stable opinions regarding their own 
brands and would be more likely to provide 
sound opinions of the test product used. 


Representativeness of Mail Survey 

The following tabulation presents figures 
on the number of participants in the study. 
About 65, per cent of the 531 panel members 
returned the postcards, and g1 per cent were 
interviewed personally two weeks later. 


Not 
Personally Personally 
Interviewed Interviewed 


Total 


Returned postcards 311 
Did not return 
postcards 
Total 


An over-all] tabulation of the responses of 
the 343 women who responded to the mail 
survey and the responses of the 481 women 
interviewed personally two wecks later shows 
a close similarity in the grouping of attitudes 
of the two groups (see Table 1). 


Taste | 


Mali SuRVEY VERSUS PERSONAL INTERVIEWS 
ALL RESPONDENTS 


Mail Personal 
Survey Intermew 
per cent 


Women who thought test 
lipstick: 
Excellent 16 
Very good 49 
Ordinary 26 
Not too good 
Very poor 
Total 
Women who liked: 
Test lipstick better 23 
Both lipsticks equally 
Regular lipstick better 33 
Total 100 


Base 343 


Thus, it appears that the mail respondents 
were representative of the entire sample. 
This inference can be placed on firmer 
ground when we consider that those who 
participated in either or both interviewing 
situations fell into one of three groups: 


Group I: Respondents to both mail and 
personal interviews. 
Group II: Respondents to personal inter- 
view only. 
Group III: Respondents to mail interview 
only. 


Assuming the mail respondents to be rep- 
resentative of the total sample, we should 
expect to find parallel patterns of response 
for the two interviewing situations in which 
Group I participated, and these patterns 
should in turn be similar to those given by 
the other two groups. If the mail survey is 
not representative, a significant disparity 
should appear in the patterns of response 
within Group I or among the three groups 
but in a compensating manner. 

As Table II shows, those who responded 
to the mail survey and were subsequently 
interviewed personally (Group 1) exhibited 
fairly similar response patterns both times. 

The personal-interview replies of the 
“mail” respondents and of the “mail” non- 
respondents are shown in Table IIL. This 
table reveals a tendency toward slightly 
more negative attitudes toward the test lip- 


|. __ 
15 
48 
25 
7 
5 
100 
26 
38 
4 
100 
481 
_ 
32 343 
18 188 
50 531 
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Mai Survey Versus Persona INTERVIEWS 
Same RESPONDENTS 


Women wh» thought test 
lipstick: 


Excellent 
Very good 
Ordinary 
Not too good 
Very poor 
Total 


Women who liked: 


Test lipstick better 
Both lipsticks equally 
Regular lipstick better 


Total 


Base 


Taste Ill 
Personal- INTERVIEW RESULTS AMONG 
RESPONDENTS AND NONRESPONDENTS 
TO Mait Survey 


Mail-Survey 
Mail-Survey Non- 
Respondents respondents 
per cent 


Women who thought test 
lipstick: 


Excellent 
Very good 
Ordinary 
Not too good 
Very poor 


Total 


Women who liked: 
Test lipstick better 
Both lipsticks equally 
Regular lipstick better 


Total 


Base 


stick on the personal-interview survey. Past 
experience with mail surveys has demon- 
strated the importance of “interest” in mail- 
survey response.? The present results support 
the suspicion that those who liked the test 
product least would be less likely to respond 
to the mail survey. Despite this tendency, 
however, the mail-survey non-respondents 
showed essentially similar groupings of atti- 


*John A. Clausen and Robert N. Ford, “Con- 
trolling Bias in Mail Questionnaires,” Journal of the 
American Statistical Association, vol. 42, no. 240 


(1947). PP: 


tudes as those who did respond to the mail 
questionnaire. 

The final comparison between the mail 
respondents who were subsequently reinter- 
viewed personally and those who were not 
(Group I and Group III) again yielded simi- 
lar patterns of response. Thus, the mail re- 
spondents appear to have been indeed rep- 
resentative of the total sample on these 
questions. 


Effect of Time on Opinions of Lipstick 

Considering the nature of the product, 
one would expect a fairly set opinion in a 
relatively short time. We have seen that as a 
group, the mail responses at the end of one 
week were very similar to the personal-inter- 
view responses at the end of three weeks. If 
changes offset each other, this similarity 
could be obtained with changes of indivi- 
dual opinions during the two-week interval. 
However, checking the replies to the mail 
survey against the replies of the same indi- 
viduals in the subsequent personal interview 
showed the mail responses to be highly re- 
liable. On the question pertaining to abso- 
lute opinions of the test lipstick, 67 per cent 
gave identical answers in the mail survey 
and in the personal interview. An additional 
31 per cent gave similar answers (differing 
somewhat only in degree of favorableness or 
unfavorableness). Only 2 per cent gave 
markedly different answers. 

On the question comparing the test lip- 
stick with the regular brand, 80 per cent 
gave identical answers both times, while an 
additional 18 per cent shifted one position 
in the three-point scale. Again, only 2 per 
cent gave very different answers. 

These findings apparently justify the con- 
clusion that a short-time test can give as 
reliable answers as a test over a considerably 
longer period of time. We infer that by the 
end of a week attitudes to a test product are 
well stabilized when the product being 
tested is one used daily and the testers have 
an established standard for comparison. 


SUMMARY 


Evidently the mail survey, including 65, 
per cent of our sample, provided results that 


Mail ‘Personal 
per cent 
16 17 
49 50 
25 24 
8 6 
100 100 
23 28 
44 38 
33 34 
| 100 100 
311 311 
17 12 
50 45 
24 26 
6 9 
| 100 100 
28 24 
38 35 
34 41 
| 100 100 
| 311 170 
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were representative of the entire sample. 
True, the proportion of response is high 
for a mail survey, but a high return is to be 
expected in a situation where interest in the 
subject matter has been demonstrated by 
acceptance of participation in the test. 
Time pressures frequently call for rela- 
tively short test periods. In testing of lip- 
sticks and with the type of design used 
here, the one-week test period seems ade- 
quate. Since the test product is used daily 
and frequently within each day, the formu- 
lation of a reliable opinion is to be expected 
in a relatively short time—in the case of lip- 
sticks, probably less than one week. Fre- 
quency of use of a product is, of course, an 


important factor in the determination of the 
length of a test period. 

Basic to these findings is the inclusion in 
the sample of only those most likely to have 
stable opinions on this product. Had the 
sample included a sizable number of women 
who had just changed lipstick brands or 
otherwise lacked stable opinions, it is con- 
ceivable that the mail-interview and_per- 
sonal-interview replies may have differed 
markedly. 

ALLAN GREENBERG and 
MANUEL N. MANFIELD 
Doyle Dane Bernbach, Inc. 
National Research Services 
New York, New York 
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1. ADVERTISING 


1.1 Printed Advertising Rating Methods Study, 
Volumes II and III. (New York: Advertis- 
ing Research Foundation, Inc.) [R.t.c.] 


Altogether, the three volumes, based on the 
Foundation’s survey—representing more than 
$100,000 of research so far—contain more than 
600 pages and nearly 60,000 figures. The three 
printed advertising rating methods studied were 
Aided Recall, Recognition, and Reader Interest. 

The study is the most intensive analysis of 
printed advertising rating methods ever under- 
taken. The 88 tables in Volume II present a 
wealth of information on many points that have 
concerned the advertising industry for a long 
time. For example, one of the tabulations dis- 
closed the difference in the readership of ads 
among subscribers and newsstand buyers. An- 
other indicates the average reading of ads by 
primary readers as compared with secondary or 
pass-along readers. Another shows how ad read- 
ership scores vary according to time spent read- 
ing the issue. 

The Printed Advertising Rating Methods 
Study was made under controlled conditions. In 


24 
25, 
i 26 
2 
27 
28 
2 
9 
4 
2 
7 3 
1 
! 
if 
1 
1 
2 
2 
2 
2 
| 


RESEARCH IN MARKETING 


347 


the case of the Aided Recall and Recognition 
methods, it involved a total of 12,196 interviews 
in two matched probability samples. For Reader 
Interest, 249 copies returned by mail were ana- 
lyzed. 

The study was designed to focus on “certain 
identifiable factors which are thought to influ- 
ence the size and accuracy of measurements ob- 
tained by the various methods.” 


Variables Studied 


The following variables or factors were 
studied: 


Interval between publication of issue and the 
interview. 

Method of determining who is a “reader.” 

Where the issue was first seen. 

Interval between first reading of issue and the 
interview. 

Interval between last reading of issue and the 
interview. 

Time spent reading the issue. 

How issue was obtained. 

Number of ads covered in the interview (fa- 
tigue factor). 

Whether people are prospective customers for 
certain products. 

Population characteristics (age, sex, education, 
etc.). 

Confusion caused by an ad appearing in other 
magazines. 

Adequacy of sampling procedure. 

Adequacy of field interviewing. 

Respondent's cooperation in answering. 


Statistical tables in Volume II show ad reader- 
ship ratings by the Aided Recall, Recognition, 
and Reader Interest methods. These data indi- 
cate how ratings are influenced by the aforemen- 
tioned variables. 

Volume III contains the actual ads which were 
studied, with a special page for each summariz- 
ing the ratings of the individual advertisements. 

The study was undertaken to provide informa- 
tion which could be used to help develop better 
measurements of advertising, thereby leading to 
an increase in the effectiveness of advertising. 
Field work and tabulations for the study were 
conducted by Alfred Politz Research, Inc., under 
supervision of the Advertising Research Founda- 
tion. 


1.2 Sales Pitch Extra. Chemical Week, July 7, 
1956, pp. 46, 48. [w.c.] 

Two pharmaceutical firms are reaping bene- 

fits from a new promotional venture, medical 


newspapers. These are designed to provide doc- 
tors with a medium to keep up with new medical 
developments. Each has a circulation of about 
100,000, There are somewhat over 200,000 reg- 
istered physicians in the United States. 


1.3 Advertisers’ Guide to Marketing for 1957. 
Printers’ Ink, August 24, 1956, 406pp. 
[B.J-K.] 

Included in the Fourth Edition of the Guide 
are sections on basic market statistics, advertis- 
ing volume estimates, large advertisers, various 
media, and agency costs and operations. New 
materials include information on foreign lan- 
guage markets and media, Negro market data, 
an enlarged section on business paper advertis- 
ing, and sections on research and marketing 
channels. In all, 36 chapters are included in this 
edition. 

The work should again prove useful to ad- 
vertising practitioners as a current reference 
book emphasizing the statistical and factual in- 
formation most likely to be useful in day-to-day 
advertising operations. 


1.4 Ad Volume Should Pass $10 Billion This 
Year. Printers’ Ink, September 7, 1956, 
pp- 34°43 ff. [e.j.K.] 

‘Total advertising volume, which reached al- 
most $9.2 billion in 1955, is still climbing and 
should exceed $10 billion in 1956. The 1955, ex- 
penditure (or, as some advertising people prefer 
to describe it, the 1955 investment) was 
$9,194,400,000. This was another high and an in- 
crease of 12.6 per cent over 1954. The figures 
combine estimates for national and local adver- 
tising and cover expenditures in eight major 
media types. All media except radio are expected 
to realize more revenue in 1956. Television is ex 
pected to continue to show the greatest gain in 
1950 as it did in 1955. 


1.5 Glossy House Organs Build Chemical Sales. 
Chemical Week, July 28, 1956, PP- 52, 54- 
[w.c.} 

Approximately 2,500 United States firms pub- 
lish external house organs. The big impetus in 
use of these publications has been the introduc- 
tion of many new products since the end of the 
war with consequent need to explain application 
possibilities and product information in detail 
as well as a need to interest prospective stock- 
holders, present stockholders, and personnel in 
the business of the company. 
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Most chemical company house organs are 
standard magazine size, run 24 to $2 pages, are 
issued quarterly, and use few free-lance articles. 

Circulation runs from 250,000 for the DuPont 
Magazine down to 10,000 for the smaller com- 
panies. Most have a full-time editor. 


16 How Well Does Advertising Pay Off? Law- 
rence M. Hughes. Tide, August 24, 1956, 
PP- $2°35- [B-J-K.] 

A study of 100 large advertisers was made to 
determine whether there was any relationship 
between the rate of advertising expenditure and 
the rate of growth or reduction of sales and 
profits. A broad conclusion was drawn in the 
Tide sponsored survey that those companies in- 
creasing advertising expenditures in 1955 over 
1954 increased sales and profits more than com- 
panies cutting expenditures. The advertisers are 
classified and identified by name as 99 whose 
advertising expenditures increased by 293 per 
cent or more; 44 who increased expenditures 
less than 23 per cent; and 17 who reduced ex- 
penditures from 1954. 

The generalization made cannot be extended 
to individual companies, but on a median basis, 
companies increasing expenditures more than 
2% per cent raised sales 60 per cent faster than 
those making lesser budget increases and almost 
four times as fast as companies which cut adver- 
tising expenditures. 


5. COMMUNICATION AND MARKET 
NEWS 


5.1 European Engineering Reports. Semi- 
monthly, Vision Incorporated, 60 W. 55th 
St., New York 19. [w.s.P.] 


This coverage of European technical develop- 
ments is provided by a semimonthly illustrated 
newsletter of six to eight pages together with 
periodic special reports. Not translations and di- 
gestings of Furopean publications, these reports 
are based on direct contacts by the staff with 
manufacturers and engineers. New products, 
processes, and techniques are covered in detail. 


7A. BUSINESS CUSTOMERS 


7A.1 1954 Survey of Dentists. American Dental 
Trade Association, 1954, 59pp. [J-M.R.] 


This association conducts a mail survey of the 
dental profession every other year in order to 


determine the market potential and buying 
practices of this professional group. The sample 
consisted of every thirteenth name on the sub- 
scription list of a monthly dental publication. 
A response rate of 12.2 per cent was obtained. 
The report is commendably frank in citing the 
limitations of the survey and in pointing out 
areas of ambiguity. 

Some 33 tables provide data on regional dis 
tribution of dentists, types of practice, profes- 
sional and auxiliary personnel found in dental 
suites, dollar expenditures for supplies, types of 
operations performed, and plans for the pur- 
chase of major equipment. 

The report is noteworthy for its completeness 
and for its circumspect interpretation of find- 
ings. 


7A.2 Where to Sell in the New Industrial Mar- 
kets. Thomas Kenny, Dun’s Review and 
Modern Industry, August 1956, pp. 52-56. 
[R.L.c.] 

Now, for the first time, we have a complete 
portrait of the new industrial market which has 
developed in the postwar years. The new U. S. 
Census of Manufacturers, the first one since 
1947, has been specially analyzed by Dun’s Re- 
view and Modern Industry. The result is a de- 
tailed guide to go Key Industrial Markets, simi- 
lar to that done in the September 15, 1949, issue 
of Modern Industry on the earlier Census. 

Since the previous government plant-by-plant 
tabulation, the American industrial market has 
taken giant strides ahead. Shifts in the pattern of 
industrial income and spending have also oc- 
curred. 

Along with the growth of the entire market, 
significant geographical shifts have occurred. Of 
the ten top industrial markets, only three hold 
the same ranking as they did in 1947. The most 
spectacular change has been the swift rise of Los 
Angeles, which now ranks third of all industrial 
markets (in terms of value added by manufac- 
ture) and is topped only by New York and Chi- 
cago. 

And when you approach the industrial market- 
place by industries as well as by geography, you 
uncover important changes in buying power. 

This market study can be used to: (a) compare 
sales and market potential, (b) prepare sales 
forecasts for 1957, (c) improve sales territory 
breakdowns, and (d) discover new growth mar- 
kets. 
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7.B ULTIMATE CONSUMERS 


7B.1 Petroleum and Automotive Markets. Re- 
search Department, Capper Publications, 
Inc., Topeka, Kansas. [j.M.R.] 


This study, made in cooperation with the 
Marketing Research Committee of the American 
Petroleum Institute, will be of particular inter- 
est to marketing research people in the auto- 
motive, home appliance, and the several fuel 
industries. 

Purchasing and consumption characteristics of 
subscribers to Missouri Ruralist are shown in 
tabular form. Passenger cars, trucks, tractors, 
motor fuel, motor oil, lubrication, and winter 
protection are considered. Fuel for cooking and 
home heating, water heaters, and fuel storage 
are other factors noted. 


7B.2 A Survey of the Pharmacist as a Profes- 
sional Man. Report by the National 
Opinion Research Center, University of 
Chicago (New York: Health Information 
Foundation, March 1956). [M.M.s.] 


A preliminary study indicates that: 


1. The pharmacist is rated professionally be- 
low the physician and the dentist but higher 
than the lawyer, nurse, and teacher. 

2. Medical journals are considered by physi- 
cians as the most important source of informa- 
tion about new drugs and their application. 
Also, the journals are the deciding factor as to 
when the physician starts to use a new drug. 

3. One third of the public states that they ask 
pharmacists questions pertaining to health. 

4. The pharmacist has a potential for service 
to physicians and to the public which is not 
presently being wholly realized. 


7B.3 How Are Customer Habits Changing? 
Tide, August 10, 1956, pp. 22-23. [£.j.K.] 

The Tide Leadership Panel was asked to iden- 
tify the single most important change in con- 
sumer living or buying habits in recent years. 
The answers varied with the industry of the re- 
spondent, but three trends dominated. The first 
trend was what McCall's magazine has termed 
“togetherness,” which results in families func- 
tioning more as a group than as individuals— 
even to the extent of buying together. The 
movement of luxury products of a few years ago 
to the necessities of today was another trend 
noted. Luxury is desired by more people though 
at a reasonable price. One observation was, 


“money is no longer a criterion to what people 
will buy.” People with smaller incomes now tend 
to buy the best. The third trend was the in- 
creased feeling of security enjoyed by consumers 
which has been translated into various forms of 
market behavior. An indication of this is the 
suburban movement made up largely of people 
willing to undertake the responsibilities of home 
ownership. 

Companies are building marketing plans to 
adapt to the new conditions. But the panel 
agreed that marketers do not now have adequate 
knowledge on these and other trends and that 
more information will be needed to reach the 
new markets effectively. 


8. FINANCING 


8.1 Consumer Instalment and Home Mortgage 
Debt. Clay J. Anderson, The Journal of 
Business, July 1956, pp. 191-201. [s.c.m.] 


A review of the nature, volume, and composi- 
tion of consumer debt and of the effects of mone- 
tary policy on such debt is presented, concluding 
that “. . . credit, like any other good thing, can 
be abused as well as used. Instalment buying 
tends to fluctuate rather widely. . . .The prob- 
lem, therefore, is to try to avoid strong unstabi- 
lizing effects. Monetary actions, by tightening or 
easing the supply of lendable funds, can help 
smooth out the fluctuations. Lenders too can be 
helpful by keeping credit terms on a sound ba- 
sis, particularly at a time when consumer ability 
to pay is at an all-time peak. Prosperity on the 
instalment plan is all right, but let us not have 
prosperity in instalments.” 


10. GENERAL MARKETING STUDIES 


10.1 How Motorola Battles Creatively for Dis- 
tribution and Sales. Harold E. Green, 
Printers’ Ink, July 20, 1956, pp. 29-54 ff. 
[e.J-K.] 

The new consumer product marketing struc- 
ture of Motorola Incorporated is examined for 
clues to the company’s growth in this report in 
depth on a major firm. Among the reasons cited 
for the company’s progress are: an aggressive top- 
management growth philosophy; rearranged 
marketing manpower and marketing responsi- 
bility; larger and more costly promotional! pro- 
grams; special attention to key markets; product 
innovation and diversification; improved plant 
facilities; and a formulated growth policy. 

Among other elements of strength in Motor- 
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ola’s marketing program are top-management 
“dream sessions,” more marketing manpower, 
increased attention to the distributor and his 
salesmen (including sales training as part of the 
advertising effort), a revised cooperative adver- 
tising plan, a market research department doing 
more in the advertising research area, product 
sales managers, and a product character-deter- 
mination program in which sales thinking is 
central in early product-planning stages. Results 
are that Motorola is bettering the industry sales 
average. In 1955, the company moved to third 
position in consumer electronic sales volume 
with net sales over $226,650,000, an all-time high. 


10.2 For B.V.D. a Marketing Revival. Carroll J. 
Swan and Roberta Gerry, Printers’ Ink, 
August 24, 1956, pp. 29-51 ff. [e.).K.] 

Reported are the successful results of a new 

owner-management group’s five-year effort to im- 

prove the market position of the 75-year-old 

B.V.D. company through a program of simpli- 

fication, decentralization through licensees, co- 

ordinated marketing, and increased advertising. 

The company, at one time one of the coun- 
try’s major advertisers, had gradually decreased 
its promotion and lost market standing. Now, 
with its line of 700-800 items reduced to 4 items, 
with a single price, licensee arrangements with 
separate companies, a fair-traded line, and a re- 
vival of the old trademark and slogan, the com- 
pany is steadily increasing sales. The old slogan: 

“Next to myself I like B.V.D. best.” 


10.3 New United States Census Spotlights In- 
dustry Growth. Edgar Gunther and War- 
ren A. Vierow, Printers’ Ink, August 34, 
1956, pp. 36-42 ff. [e.J.K.] 

The 26th Census of Manufactures, the first 
complete census since 1947, includes the 1954 
figures for the 450 industries that comprise man- 
ufacturing. The industries are classified into 20 
major industry groups and the results summa- 
rized in this article, 

Since 1947, manufacturing establishments 
have increased from 240,900 to 288,200 for a net 
gain of 19.6 per cent. This increase is largely ac- 
counted for by the rise in the number of small 
establishments—those with fewer than 20 em- 
ployees. 

Over-all manufacturing employment was up 
12 per cent, but the trend varied by industries. 
Durable good industries absorbed the most new 
workers. Transportation equipment increased 


most (45.6 per cent). Among nondurable manu- 
facturers, the chemical industry grew most with 
a 17.4-per cent rise in employment. The trans- 
portation equipment industry is now the first 
ranking manufacturing employer replacing the 
food industry. 

Significantly, total value added by manufac- 
ture is up by $42 billion. The value added by 
manufacture in dollars and per cent of total for 
the 20 industry groups for 1947 and 1954 is given. 
The figures do not reflect the inflation factor, 
but the increase is still great—a gain of $25, bil- 
lion for the durable goods industry and a $13 bil- 
lion increase for nondurable manufacture. 

In 1954, $7,757 millions were spent for capital 
expenditure by the 20 industries or an average 
of $626 per production worker. 


11. GOVERNMENT REGULATION 


11.1 The Combines Investigation Act: Its In- 
tent and Application. L. A. Skeoch, Ca- 
nadian Journal of Economics and Po- 
litical Science, February 1956, pp. 17-37. 
[s.c.H.] 


Skeoch presents a general summary of Ca- 
nadian antitrust legislation and administration. 
The basic law is found in Sections 411 and 412 
of the Criminal Code. The first section forbids 
“suppliers to arrange among themselves to pre- 
vent, limit or lessen unduly the production, dis- 
tribution or sale of a commodity or to ‘enhance 
unreasonably’ the price of a commodity.” The 
second section prohibits “price discrimination” 
and “predatory price cutting.” The latter sec- 
tion has not yet been tested by actual prosecu- 
tions. 

The Criminal Code provisions are imple- 
mented by the Combines Investigation Act. This 
act extends the sanctions of the Criminal Code 
to mergers, trusts, and monopolies. The act also 
establishes a Director of Investigation and Re- 
search and a Restrictive Trades Practices Com- 
mission. The Director of Investigation may 
undertake an investigation of any combine or 
practice upon instructions from the Minister of 
Justice, upon formal petition from any six 
citizens, or upon his own initiative. The commis- 
sion can empower the director to subpoena wit- 
nesses, search premises, etc. If the investigation 
indicates a violation, the director submits a state- 
ment to the Restrictive Trade Practices Com- 
mission which, after conducting hearings, sub- 
mits a public report to the Minister of Justice. 
The Minister of Justice then decides whether or 
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not court prosecution is advisable, often relying 
on the advice of outside counsel. 

The sanctions available under the legislation 
include (i) publication of an unfavorable re- 
port by the commission (regarded as an 
extremely important matter), (2) fines and crimi- 
nal penalties, (3) reduction or removal of protec- 
tive tariffs, (4) revocation of patent and trade- 
mark privileges, (5) injunctive action, and (6) 
dissolution. 

While the Canadian courts have proceeded on 
a case-by-case basis, they have generally held that 
combines which both controlled “substantial” 
parts of the market and “suppressed” free com- 
petition were illegal. The courts have refused to 
consider “whether the actions of the accused 
would have made for a more ‘stable’ industry, 
whether the profits or prices . . . were ‘moder- 
ate’ or ‘reasonable,’ whether the accused met 
some noncompetitive concept of ‘efficiency,’ or 
whether an ‘adequate’ supply of the article was 
produced.” The many modern and often con- 
flicting theories of “new” and “workable” com- 
petition, reviewed by Skeoch, have received 
short shrift in the Canadian courts. 

Canadian antitrust policy appears in many 
ways similar to that of the United States in spite 
of differences in administrative machinery. Both 
seem to involve substantial elements of un- 
certainty. 


11.2 Twenty Years of the Robinson-Patman 
Act. Corwin D. Edwards, The Journal of 
Business, July 1956, pp. 149-59. [s.c.1.] 

The Brookings Institution is sponsoring a 
large-scale study of the Robinson-Patman Act 
and its economic effects. In this article, Dr. Ed- 
wards, director of the study, discusses some pre- 
liminary findings as well as the major questions 
to be investigated. 

The first analysis indicates that the FTC has 
prosecuted about 350 Robinson-Patman Act 
cases, resulting in the issuance of about 240 
cease and desist orders. Surprisingly few cases 
(only 31) have been fully litigated before the 
Commission, since most defendants have “ad- 
mitted the material allegations, stipulated the 
relevant facts and waived argument, consented 
to the entry of an order, or in some equivalent 
way chose to forego their defense.” Since hard 
cases make good law, the paucity of rigorously 
defended Robinson-Patman cases results in con- 
siderable uncertainty as to the exact implica- 
tions of many of the law's provisions. Other sur- 
prising indications are a heavy emphasis on 


brokerage fee cases, a pronounced imbalance 
between industrial groups subjected to enforce- 
ment action, and an apparent tendency for or- 
ders to be issued against relatively small vendors. 

The Brookings study will be concerned with 
such questions as the effect of the law upon small 
business, upon price levels and price flexibility, 
upon the efficiency of marketing operations, and 
upon the rigor of competition. A major research 
technique will be a detailed “before and after” 
analysis of the behavior, prices, and profits of 
firms subjected to cease and desist orders under 
the Act. 


12. HISTORY AND TRENDS 


12.1 History of Prepackaging Fresh Fruits and 
Vegetables. Glen H. Mitchell and Ralph 
W. Sherman, Department of Agricultural 
Economics and Rural Sociology, Ohio 
Agricultural Experiment Station, Wooster, 
Ohio, June 1955, 38pp. [w.s.P.] 

This study is the only written history known 
on the subject. The growth in specialization in 
food marketing and the shifts in production, 
consumption, and distribution are summarized. 
Economic considerations of prepackaging are 
discussed along with the factors determining 
selection of product containers. Growth of auto- 
matic merchandising and mass distribution are 
noted briefly too, with some comments on the 
prepackaging of other foods. The main text of 
the history draws from many sources to provide 
factual background to the development of this 
marketing evolution. 


12.2 The Electric Vehicle Company: A Monop- 
oly That Missed. John B. Rae, The Bust- 
ness History Review, December 1955, pp. 
298-311. [8.c.H.] 


Histories of business successes are common; 
accounts of failures, although at least as useful 
for analytical purposes, are much rarer. This 
fact lends extra interest to Rae's account of an 
unsuccessful attempt to control the automobile 
industry. 

The Electric Vehicle Company made its first 
big mistake by backing the electric car. As the 
fleets of electric taxicabs it operated began to 
suffer from the competitive inroads of gasoline- 
powered vehicles, the company attempted to 
bolster its position by acquiring the famous 
Selden patent for internal combustion engines. 
It then formed the Association of Licensed Auto- 
mobile Manufacturers and very wisely charged 
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a low royalty fee to members. Although the 
Selden patents were weak, the low royalties at- 
tracted many manufacturers who were looking 
for an institution that would permit agreement 
on many operative and competitive problems. 
In short, the modest royalties were regarded as 
fair dues for a conspiracy in restraint of trade. 

However, such a scheme requires complete 
unanimity in the industry, which, in turn, often 
depends upon show of sufficient strength to 
force would-be recalcitrants into line. The elec- 
tric automobile fiasco, however, had so weak- 
ened the Electric Vehicle Company that Henry 
Ford felt able to contest the Selden patent. Al- 
though the company could not afford extensive 
litigation, it finally was forced to take the issue 
to the courts. The patents failed in court and 
Ford gained public luster as a crusader against 
the wicked automobile trust. 

The moral seems to be that in monopoly, as 
in poker, bluffing is a dangerous pastime. 


12.3 Resource and Output Trends in the United 
States Since 1870. Moses Abramovitz, Oc- 
casional Paper 52, National Bureau of 
Economic Research, Inc., 1956, 23pp. 
[w.s.P.] 


This paper briefly but searchingly treats three 
questions: (1) How large has been the per-capita 
net increase in output? (2) Is there evidence of 
retardation or acceleration in the growth of this 
output? (3) Have there been fluctuations in the 
output’s rate of growth apart from short-term, 
business-cycle fluctuations and, if so, what is the 
significance of these swings? 

The author's three main conclusions are these: 
First, between the decades 1869-1878 and 1944- 
195%, net national product per capita in constant 
prices approximately quadrupled while popula- 
tion more than tripled. Second, there is no clear 
evidence of any significant trend in growth rates 
on total output or per-capita output. Third, the 
rate of growth of output has fluctuated since 
1870 in cycles of about 20 years duration. 

Students of economic measurements will be in- 
terested in the paper and the approach to the 
problem which is employed. 


15. MANAGERIAL ORGANIZATION OF 
MARKETING ACTIVITIES 


15.1 New Study Shows Salesmen’s Pay Range. 
Nation's Business, September 1956, pp. 58 
ff. [R.L.c.] 


Salesmen for manufacturing firms are earning 


an average of 3.5 per cent more in 1956 than in 
1955- 

This is a finding of a new survey on salesmen’s 
compensation conducted by the American Man- 
agement Association. AMA checked 17,418 men 
in sales positions in nearly 200 companies, in- 
cluding food manufacturers and processors and 
makers of consumer and capital goods. 

More than 75, per cent of the companies sur- 
veyed pay on some form of incentive plan, with 
the balance paying straight salaries. 

Although there are wide variations in sales- 
men’s total pay (a top man’s income can rival 
that of the boss), manufacturing companies re- 
ported pay ranges for salesmen below the super- 
visory level from $5,000 to $15,000 a year. 


15.2 Coordinating Sales and Advertising: 
Printers’ Ink Portfolio for Planning 
Number 5. The Editors of Printers’ Ink, 
(Pleasantville, New York: Printers’ Ink 
Books), 1956, 63pp. $10.00. 


The Portfolio consists of 23 articles which 
have appeared in Printers’ Ink from September 
1951 to June 1956 on the subject of the integra- 
tion of personal selling and advertising. Most of 
the articles are company solutions to the prob- 
lem in which the need is stressed for merchan- 
dising the advertising program to the sales force. 
Titles include: 


“How to Present Your Advertising Program to 
the Sales Force,” 

“Your Nine Point Advertising Check List for 
the New Salesman,” 

“When You Merchandise Advertising to Sales- 
men,” 

“How Nabisco Mixes Advertising and Sales,” 

“Gearing Advertising to a Five to Ten Year 
Sales Program,” and 

“How to Relate Advertising to Sales Costs by 
Markets.” 


The volume may be useful as part of a check- 
list approach to the problem of coordinating 
selling efforts or to readers looking for an over- 
view of the problem. The material might have 
been made more useful if editorial observations 
accompanied the reprints. 


15.3 Taking Stock of Divisionalization. W. Cam- 
eron Caswell, Journal of Business, July 

1956, pp. 160-71. [s.c.H.] 
A growing tendency toward divisionalization 
is indicated by the fact that while 7 per cent of 
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the manufacturers advertising in Fortune in May 
1945 were divisions of larger companies, 32 per 
cent of the industrial ads in the March 1956 is- 
sue were placed by company divisions. The tend- 
ency toward divisionalization may have been 
somewhat overdone or at least overhastily done. 

As a general rule, market-based divisions or- 
ganized around customer groups seem more sat- 
isfactory (at least for multiproduct, multimarket, 
multiprocess make-and-sell companies) than do 
product-based divisions, although problems do 
arise. Divisions need not be as large as once 
thought since several small divisions can be 
grouped under the same top executive overhead. 

Administration of a divisionalized company 
raises questions of the degree of divisional inte- 
gration, autonomy, and control which must be 
answered on a “custom-made” basis. Interdivi- 
sional transfers of goods, services, and functions 
are often necessary to avoid duplication and to 
permit specialization. Divisionalization seems to 
require higher quality executives in the second 
and third echelons and involves somewhat in- 
creased executive expenses. It is no cure-all, but 
it is becoming an integral and accepted form of 
business structure. 


16A. MARKETING OF SPECIFIC GOODS 
AND SERVICES: AGRICULTURAL 
GOODS AND RAW MATERIALS 


16A.1 28 Per Cent of All Home Freezers in Its 
Area Are Empty, Food Plan's Survey 
Finds. Quick Frozen Foods, September 
1956, p. 120. [R.R.T.] 


According to a telephone survey of thousands 
of home-freezer owners in the New York area 
conducted by the Puritan Frosted Foods Corpo- 
ration of New York, 28 per cent of all home 
freezers in the area are either empty or discon- 
nected by their owners. 

The major reason cited for this situation was 
the sharp practices utilized by freezer food plans. 
Customers were so discouraged that they hesi- 
tated in having anything to do with freezers or 
frozen foods. A secondary reason advanced in 
explanation of the apparent low-usage rate was 
lack of sufficient knowledge to use the freezer 
advantageously. Purchasers were completely ig- 
norant of profitable quantity-buying techniques 
and were wary of trusting another food plan. 

Of the freezer owners who did use their units, 
75 per cent knew that it was most economical 
to keep them filled to near capacity. The other 
25, per cent did not make full use of their freez- 


ers. Accordingly, to the survey conductors, this 
indicates that fully 46 per cent of all home freez- 
ers in the New York area were cither empty or 
only partially full. 


16B. MARKETING OF SPECIFIC GOODS 
AND SERVICES: INDUSTRIAL GOODS 


16B.1 Sulfur, H,SO, Stack Records. Chemical © 
Engineering, August 1956, pp. 278, 80, 82. 
[w.c.] 

Sulfur output is increasing rapidly, but the 
great demand required imports as well in 1955 
for the first time in 50 years. 

These imports, less than one half of 1 per cent 
of consumption, came from Mexico. Exports 
from the United States still amounted to over 
20 per cent of domestic production. 

Increasing Mexican production has already 
forced U. S. producers to lower their export 
prices. 


16B.2 Motors Eat More Additives. Chemical & 
Engineering News, July 30, 1956, pp. 
3694-95. [w.c.] 


Supplying auto and truck owners with chemi- 
cal specialties was a $300 million business in 
1954, which is expected to increase to $500 mil- 
lion by 1960. 

Sales are through 400,000 service outlets plus 
chain stores. 

Chemicals include antifreeze, antiknock com- 
pounds, and oil additives. Possible prospective 
radical motor design changes could completely 
change the present pattern of chemical use in 
this field. 


16B.3 Seaweed Colloids: $10 Million Now—and 
Growing Fast. Bernard Idson, Chemical 
Week, July 21, 1956, pp. 57-60 ff. [w.c.} 

The seas hold a rich store of chemical raw 
materials. One is seaweed, of increasing impor- 
tance in the chemical process industries. 

Since World War II, United States output of 
seaweed colloids has increased from $2 million 
a year in 1945 to about $10 million a year in 
1955 and is expected to double by 1975. 

Originally, the need was to replace imports 
from Japan, Ireland, Scotland, and France dur- 
ing the war. But new developments have ex- 
panded the business far beyond the original 
scope. 

Five large producers account for 95 per cent 
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of output. Another five, of which two process 
only for captive use, handle most of the remain- 
ing 5 per cent of the business. 

Of the total business, about 50 per cent is in 
algin and its derivatives, and about 45 per cent 
isin agar. 

Seaweed colloid commercial applications are 
varied. ‘They are sold as thickeners, humectants, 
coagulants, bulking agents, flocculants, fiber raw 
materials, antibiotic carriers, etc. 


16B.4 Surface Coatings. James E. Sayre, Chemi- 
cal & Engineering News, August 6, 1956, 
PP. 3746-49. [w.c.] 

‘The nearly 2,000 paint producers tie in with 
practically all industries. 

Before 1929, vegetable oils were the major 
paint vehicles, but in the 1930's resins and plas- 
tics were introduced and rapidly took over the 
field as new products were developed. 

Gallonage produced went from 218 million 
gallons in 1931 to 600 million in 1950 and since 
then has leveled off to between 550 and 600 mil- 
lion gallons a year. The dollar value has gone 
from $450 million in 1931 to $1.0 billion in 1941 
to $1.5 billion in 1955. 


168.5 Synthetic Oils Start Moving. Chemical & 
Engineering News, September 3, 1956, pp. 
4244-48. [w.c.] 

Sale of synthetic oils for use in automotive and 
aircraft engines as hydraulic fluids, synthetic lu- 
bricants, etc., totaled about 7 million gallons in 
1955. By 1965, sales could be 95, to 70 million 
gallons. The average cost is about $3.75, per 
gallon. 

Development of these products was started by 
the World War II need for lubricants useful in 
the Arctic. Now these synthetic oils are needed 
for jet engines and turboprops. 

Companies in the field will face strong com- 
petition as researchers develop new materials. 
Development and commercial use of high tem- 
perature jet and turboprop engines are creating 
a growing demand for specialized products. 


168.6 LP-Gas Blossoms Forth. Chemical & En- 
gineering News, August 27, 1956, pp. 
4136-38. [w.c.] 

Liquefied petroleum gas consumption by 
chemical manufacturers is on its way to passing 
last year’s record of 1.26 billion gallons. 

In 1955, total consumption for all uses of 6.1 


billion gallons was 17 per cent over 1954 use of 
5-1 billion gallons. End use of LP gas in 1955, in 
billion gallons was: 


Domestic and motor fuel 3-7 
Industrial and miscellaneous 0.4 
Chemicals 1.3 
Synthetic rubber 0.5 
Gas manufacturing 0.2 


Total 6.1 


Thirty-two new LP gas plants came on stream 
in 1955 with a total yearly capacity of 280 mil- 
lion gallons. Twelve new plants to be added in 
1956 will boost potential output about 500 mil- 
lion gallons a year. 


16B.7 Fast Growing Isocyanate Pace-Setters. 
Chemical Week, September 8, 1956, pp. 
104, 106. [w.c.] 


Only about 5 per cent of existing isocyanate 
capacity is being used. Most goes into polyureth- 
ane foams for household items, automobile 
use, and rigid panes and—in combination with 
other materials—as leather, carpeting, and vinyl. 

Industry capacity is 70 million pounds of iso- 
cyanates a year. In 1956, only about 4 million 
pounds are being used to produce 10 million 
pounds of urethane foam. But market analysts 
forecast that within a few years most of the ex- 
isting capacity will be utilized. There are only 
three important isocyanate producers. Many pos- 
sible uses are still largely unexplored. 


16B.8 Ethanol Faces a Complex Future. Chem- 
ical Week, August 11, 1956, pp. 76-78, 80. 
[w.c.] 


Demand for industrial ethyl alcohol is 10 to 
15 per cent over 1955, and total 1956 production 
may be close to the 10-year peak year of 1951. 
In 1957, output may be larger than 1951. 

In 1956, there were two price increases—2 
cents a gallon in the first quarter and 5, cents a 
gallon in the third quarter—making the present 
price 47 cents per gallon (igo-proof, tax-free, in- 
dustrial grade), whereas prices were steady in 
1954 and 1955. Prices skyrocketed from a low of 
29 cents a gallon in 1949 to a peak of almost go 
cents in 1951 as a result of the Korean War, then 
fell to 40 cents in 1954-55. With over 72 per cent 
of ethyl alcohol now made synthetically, more 
price stability is likely in the future. Before 
World War II, over 70 per cent was produced by 
molasses fermentation. 
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16C. MARKETING OF SPECIFIC GOODS 
AND SERVICES: MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Manufacturers Complain Faulty Cus- 
tomers Cause Many Product Failures. 
The Wall Street Journal, August 29, 1956, 
pp. ff. [R.t.c.] 


Worried manufacturers now are throwing an 
arsenal of unusual weapons into action in an ef- 
fort to counter customer carelessness. To make 
instruction manuals more appealing and reada- 
ble, one manufacturer slips recipes in amongst 
the details on how to run its ranges. 

Of nearly 100 consumer goods manufacturers 
and distributors polled by The Wall Street Jour- 
nal, gg per cent reported they are getting com- 
plaints regularly which they attribute to the fact 
that Mr. and Mrs. Buying Public seldom take 
time today to read labels or instructions accom- 
panying the products they purchase. In fact, 
many manufacturers aver customers turn to in- 
structions as a last resort, only after they misuse 
the product so that it fails to do its intended job. 

A five-year study made in a large Eastern city 
by one of the nation's leading appliance makers 
found that one of every five service calls was a 
call not involving any mechanical product de- 
fect or malfunction. “These educational calls 
represent an unnecessary expense to the user,” 
the company says. “They could be 100 per cent 
eliminated if consumers would study the instruc- 
tions for proper use.” 

Unnecessary service calls are costly to manu- 
facturers, too, for the “guarantee” many of them 
offer on their products means there is a period 
during which they, and not the customers, pay 
for such visits. 


16C.2 Mobile Home Sales Barreling Toward 
Half-Billion Annual Rate. Ed Tyng, The 
Journal of Commerce, June 21, 1956, p. 
4- [R-R.T.] 


The mobile home industry, which makes 
houses on wheels, is almost a half-billion dollar 
industry. Official trade figures show first quarter 
sales to be at the 114.4-million level against 80.7 
million for the first quarter of 1955, an increase 
of 41 per cent. The major factor contributing to 
this increased sales picture is the demand for 
migrant industrial workers on oil and gas pipe- 
lines and on projects such as the Saint Lawrence 
Seaway. Another factor is the widening gap be- 
tween the price of immobile and mobile homes 
with similar equipment. A third factor is the 


growing group of “oldsters” who, financially 
able, purchase mobile homes in order to con- 
tinue to live in the sun. 

Another major influence has been the relative 
ease of financing such purchases. Banks have 
recognized the opportunities offered by this type 
of consumer credit. Superhighways and by-passes 
around congested areas have contributed to a 
trend toward larger sized trailers, Maximum 
length now is 50 feet and the minimum, about 
22 feet. Workers in construction trades now com- 
prise 63 per cent of the market; 20 per cent are 
sold to families of military service personnel and 
other traveling government workers. 


17. MERCHANDISING 


17.1 Supermarkets Step Up Use of Private La- 
bels to Shore Up Earnings. The Wall 
Street Journal, July 11, 1956, pp. 1 && 
[R.L.c.] 


The battle of the brands is being waged on a 
broad front. Liquor stores, drug stores, and de- 
partment stores offer the consumer their own 
brands at prices lower than those on national 
brands. But nowhere is the competition any 
more intense than in food supermarkets. 

A recent survey by Super Market Merchandis- 
ing, a trade magazine, of gg companies control- 
ling 1,621 stores found that in at least 80 per 
cent of the units more private brands appear 
now than five years ago. 

The greatest impetus to the rise in sales of 
private-brand food during the past couple of 
years has been provided by the large number of 
mergers among the food retailers, These con- 
solidations have created big new chains which 
are able to sponsor their own lines of private 
brands. 

In some instances, private labels account for as 
much as two thirds of a chain's sales volume of 
an individual item. Generally, the sponsored 
brands represent from one third to two thirds of 
the sales of individual commodities, Among the 
private-label products which rack up the biggest 
sales are: coffee, bread, frozen orange juice, and 
salad dressing. 

Safeway last year sponsored over 130 individ. 
ual private labels. Its policy then was to have a 
separate brand for each of its individual canned 
fruit and vegetable items and for each other 
grocery product. But the chain now plans “to 
reduce the number of sponsored brands offered 
by consolidating several items” such as using a 
single private label for all canned fruits and an- 
other for all canned vegetables. 
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Most sponsored-label commodities are priced 
about one to three cents lower than comparable 
national-brand products. The chains claim they 
can sell their private-brand items for less than 
the national brands because they don’t have to 
lay out big sums for advertising as the big food 
producers do. 


17.2 Aerosols Bid Strong to Lead the Parade of 
Window Cleaners. Chemical Week, Au- 
gust 4, 1956, pp. 92-94. [w.c.] 

New aerosol window cleaners are trying for a 
share of the $11-12 million market (at retail 
value). 

Of the two leading products now on the mar- 
ket, one is a thick cream paste which is wiped 
off after it dries to a powder. The other is a wa- 
ter-alcohol-detergent combination in a refillable 
bottle with a spray pump. 

A new market is developing in antifogging 
preparations for glass windows. 


18. PRICES AND PRICE POLICIES 


18.1 The Beginnings of the Money-Back Guar- 
antee and the One-Price Policy in Cham- 
paign-Urbana, Illinois, 1833-1880. Way- 


land A. Tonning, The Business History 
Review, June 1956, pp. 196-210, [s.c.H.] 


This study of early newspaper advertisements 
reports that “the widespread advent of money- 
back guarantees and one-price policies were 
symptomatic of a major transition in merchan- 
dising history. As trade grew and retail stores 
multiplied, standardization of terms and prac- 
tices became apparent. Before 1864 Champaign- 
Urbana merchants had made little progress in 
developing a policy of standard prices, The post- 
war years brought increasing competition at the 
retail level, and the use of the money-back guar- 
antee spread. When this practice became wide- 
spread, a one-price-to-all policy became essential. 
Some old-time merchants continued to haggle 
with customers, and barter trade in country prod- 
uce created complications, but by the early 1870's 
the integration of one-price policies and money- 
back guarantees had been generally accom- 
plished and the way paved for the advent of 
mass distribution.” 


18.2 Advertising Attacks List Prices. Tide, July 
27, 1956, pp. 32-33. [B.J.K.] 

While appliance manufacturers are continu- 

ing to force a 30 to $5 per cent retailer markon 


into list prices which are nationally advertised, 
antilist-price advertising is growing. This is 
taken as further evidence of the loss of control 
by appliance manufacturers of appliance pricing. 
Except for a few aggressive fair traders, the ap- 
pliance list price—which is maintained with a 
30 to 35 per cent retailer markon—seems dead. 

The largest retailers are meeting discount- 
house opposition by reducing list prices and ad- 
vertising the “huge savings.” As a result, manu- 
facturers and retailers attempting to maintain 
fair trade often look ridiculous. 

It appears that the conventional appliance 
pricing structure which spawned the discount 
house is outmoded and that the pricing structure 
probably does not even protect the very small 
retailers as it is supposed to. The pricing struc- 
ture may also be having an adverse effect on 
manufacturers’ good will, although appliance 
manufacturers reject the idea that increasing 
antilist-price advertising is having any negative 
effect on their public relations. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 Technical Information—Too Much or Too 
Little? Saul WHerner, The Scientific 
Monthly, August 1956, pp. 82-86. [s.c.H.] 


This short article is of twofold interest. First, 
the author deals with a problem which also 
bothers marketing researchers and teachers: the 
proliferation of printed information with its at- 
tendant difficulties of reading, digesting, and 
storage. Second, he suggests market research as 
the tool which will help librarians and journal 
editors separate the wheat from the chaff, the 
permanent from the ephemeral. 


20.2 A Sampling Procedure for Mailed Ques- 
tionnaires. M. A. El-Badry, Journal of the 
American Statistical Association, June 
1956, pp. 209-27. [E.J.K.] 

The general problem of the bias of nonre- 
sponse has been approached from several direc- 
tions. Hansen and Hurwitz, Politz and Simmons, 
Birnbaum and Sirkin, and Deming have con- 
tributed to this literature. Their works are cited 
by the author who proposed a procedure which 
is an extension of the Hansen-Hurwitz approach 
of one mail attempt followed by personal inter- 
views with a sample of nonrespondents. In the 
Hansen-Hurwitz plan, the bias of nonresponse 
is reduced substantially in the first stage. El- 
Badry’s extension is developed in five phases: 
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1. Mailed questionnaires are used to collect 
most of the required data. 

2. Successive waves of questionnaires are made 
in successive attempts to obtain replies from the 
more stubborn classes of nonrespondents. 

g. This procedure is continued up to the stage 
beyond which the mail questionnaires cease be- 
ing effective. Individuals are then interviewed 
personally to secure their answers. This is done 
when it is lound to be more advantageous than 
further mail attempts. 

4- A random example rather than a complete 
canvass is used when possible in each stage: the 
initial attempt, call backs or nonrespondents, 
and the final interviewing stage. 

5. Estimates are calculated from the pooled 
results of the attempts. 

The author, who is affiliated with Cairo Uni- 
versity, discusses the case for calling back on 
samples rather than the whole of nonrespond- 
ents and the optimum sampling fraction in each 
attempt. Also, the issue is treated of the extent 
of mail attempts before personal interviewing is 
used to obtain replies from nonrespondents. A 
test as to the justification of further mail at- 
tempts and one as to the optimum number of at- 
tempts is given. The plan should be most useful 
in repeated surveys and other situations where 
past experience can be utilized. 


20.3 Rejuvenated Punch Cards. The Journal of 
Commerce, June 5, 1956, p. 4. [R-R.T.] 


Folded, crumpled, creased, or wrapped punch 
cards can be made serviceable again by a new 
machine called the “Carditioner.” The machine 
is said to be able to reclaim more than 83 per 
cent of otherwise unusable cards at a rate of 275 
per minute. The machine rejects cards beyond 
repair and then neatly stacks the refurbished 
cards for future use. Cummins-Chicago Corpo- 
ration, 4740 North Ravenswood Avenue, Chi- 
cago 40, Illinois. 


20.4 Readership Scores Don’t Tell the Whole 
Story. Howard G. Sawyer, Printers’ Ink, 
July 6, 1956, pp. 26-28. [#.j.K.] 

Many business publication advertisers achiev- 
ing a high over-all readership score have done so 
at the cost of readership among the most likely 
prospects for the product. The thesis is advanced 
that business paper readers typically seek out 
the advertisement. Therefore, the appeal or 
technique of the advertisement is less of a factor 
in the readership score than the importance of 
the product in terms of the job interests of the 


reader. Hence, a low readership score may not 
be serious if the advertisement is effective in se- 
lecting and concentrating on the most likely 
prospects for the product. 


20.5 Chemical Computing. Chemical & Engi- 
neering News, July 23, 1956, pp. $542-45- 
[w.c.] 

Already an important tool for the chemical 
industry and profession, computers’ use contin- 
ues to grow in many uses including analysis of 
market research data. 

Typical complex problems more easily han- 
died with computers include: what is the most 
profitable combination of price and volume? 
what products to make? where to produce? where 
to sell? etc. 

The weakness of computing machines is where 
data are lacking. Successful marketing manage- 
ment decisions must often be made without com- 
plete information—often with very scanty in- 
formation. 


20.6 When Is a Magazine “Reader” Not a 
Reader? John F. Maloney, Printers’ Ink, 
September 21, 1956, p. 76. [#.J.K.] 


In a study of 555, readers dealing with the con- 
fusion and prestige answer factors in magazine 
readership surveys, it was found that people gen- 
erally will give reliable, honest answers when 
questioned by experienced interviewers using 
standard techniques. People ordinarily are not 
confused and will not claim to have read issues 
they have not. The 6 novices, among the 18 in- 
terviewers used in the study, produced 11 of the 
12 “confused” respondents in this sample. Since 
novices are not used in major media studies, it 
was concluded that reliance can be placed on 
the confusion factor being insignificant in read- 
ership studies conducted by major research com- 
panies. 


20.7 Trading Stamps in Richmond, Virginia. 
Emanuel M. Last, Ph.D., University of 
Richmond, July 1956. [R.2.M.] 


The tremendous growth in the use of trading 
stamps by retailers in the past year has made the 
subject one of wide interest and discussion 
throughout the country. This survey, conducted 
by members of the Marketing Research class of 
the School of Business Administration at the 
University of Richmond, was designed to deter- 
mine (1) why Richmond consumers buy at the 
food stores they do, (2) to what extent the Rich- 
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mond consumer has accepted trading stamps, 
and (g) the influence of trading stamps on con- 
sumer shopping habits. This survey was based 
on an area-probability sample of dwelling units 
in the Richmond urban area. Final selection of 
interviews was made on a pretested probability 
block procedure. 

Survey results showed the following conclu- 
sions: 


1. Trading stamps, as of this time, are not a 
very important factor in determination of a food 
store by the Richmond consumer; rather, con- 
venience, type of food, and price are the dom- 
inant factors. 

2. About 50 per cent of Richmond consumers 
save trading stamps. Half of those saving stamps 
have been saving them for less than nine months. 
Half of the consumers saving also save stamps 
from other purchases, the most important of 
which are gasoline purchases. 

3. Almost all of the 24 per cent redeeming 
stamps have been satisfied with the premiums 
received. The 14 per cent who at one time saved 
stamps but no longer save them did so because 
they no longer trade where stamps are given. 

4- 45 per cent of Richmond consumers believe 
that prices in stores giving stamps are about the 
same as stores not giving stamps. 

5. Only 10 per cent of those presently saving 
stamps would stop dealing with their present re- 
tailer if he stopped giving stamps. 


21. RETAILING 


21.1 This Canadian Food Chain Develops Sev- 
eral Shopping Centers. Harry Suffrin, 
Traffic Quarterly, July 1956, pp. 289-305. 
[e.j-K.] 

In common with American cities, Canadian 
cities have experienced a major movement of 
population to suburban areas. Canadian mer- 
chants, too, have had to reappraise their loca- 
tion philosophies. The author, Director of Re- 
search at Steinburg’s Limited, the dominant su- 
permarket organization ($125,000,000 annual 
volume) in Quebec Province, describes location 
procedures used by Steinburg’s Research De- 
partment. Reported are the site-selection process 
used for the Dorval Gardens controlled commu- 
nity center in suburban Montreal, the procedure 
used in determining areal sales potential, and in 
recommending the size of the building area. 

The procedures followed were ones involving 
the surveying of driving times with the results 
plotted on a base map, counting of homes in 


each driving time zone, estimating family in- 
comes, and the calculation of retail expendi- 
tures for different types of stores. Discounts from 
retail potential to allow for competition were 
taken and resulting figures divided by an annual 
sales figure per square foot of building area to 
give the recommended store size. 

Steinburg’s operates four successful centers. 
All were built to fill a retail vacuum in their 
locations which had resulted from population 
outstripping retail facilities. Considerable effort 
was expended to develop good center design, 
parking lot layout, lighting, identification, and 
operational procedures. 


21.2 Personnel Policies in Large Department 
Stores. Harry A. Lipson, Journal of Re 
tailing, Summer 1956, pp. 68-75. [s.c.4.] 


Lipson secured personnel policy manuals from 
40 large department stores out of 72 originally 
surveyed. Comparison indicated a wide range of 
topics covered in these manuals, with consider- 
able variation between stores. Moreover, exam- 
ination of the specific policies established on 
three important personnel questions—employee 
discounts, employee shopping hours, and paid 
holidays—revealed an astonishing lack of uni- 
formity. 


21.3 What Price Services? James W. Baker, 
Journal of Retailing, Summer 1956, pp. 
86-89 +. [s.c.H.] 


The Vice-President of Carson Pirie Scott and 
Company argues that department stores are of- 
fering too many free services, which are utilized 
by only a fraction of the stores’ customers but 
which increase total operating costs excessively. 
Carsons has found in many cases that with ef- 
fective education, it could ask the customers who 
require a particular service (for example, men’s 
clothing alterations, gift boxes, or C.O.D. ship- 
ments) to pay the cost of providing that service. 


21.4 The New Appliance Supermarkets. Tide, 
July 27, 1956, pp. 15-19. [E-J-K.] 

The home-modernization trend has spawned a 
new type of retail entrepreneur: the “one stop” 
home appliance dealer who sells, installs, and 
finances all kinds of major appliances. These ap- 
pliance supermarket operators have mostly 
evolved from the plumbing and heating con- 
tracting business. Since an estimated 20 million 
United States homes need modernizing, the fu- 
ture of this type of retailer looks bright. In any 
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case, the development is part of the retail revo- 
lution with its gradual emergence of new retail 
forms. 


21.5 Daytime—The Retailer's Television Time. 
Ted Kaufmann, Journal of Retailing, 
Summer 1956, pp. 76-79 +. [S.c.H.] 


A reply to an earlier article criticizing televi- 
sion as a retail advertising medium (Irving Set- 
tel, “Why Retailers Bypass Television,” Journal 
of Retailing, Winter 1955-56), this article cites 
case histories of successful TV promotions. Kauf- 
mann particularly advocates the use of TV in 
connection with co-op allowances, suggesting 
that the merchant bill the manufacturer for his 
share of time costs before deducting any quan- 
tity or frequency discounts. 


21.6 Retail Trade in 1955. T. O. Ellsworth and 
Katherine Mitchell, Journal of Retailing, 
Summer 1956, pp. 95-100. [s.Cc.H.] 


Reported operating figures of 119 leading re- 
tail firms showed dollar sales up 9.6 per cent in 
1955 over 1954, dollar profits after taxes up 13.2 
per cent, and percentage profits on sales up 3.6 
per cent (moving from 2.8 to 2.9 per cent of 
sales). 


23. SALES MANAGEMENT (including Sales- 
manship) 


23.1 Kickbacks Are Hurting Textile Chemicals. 
Chemical Week, August 4, 1955, pp. 60, 
65. [w.c.] 


Despite progress over the past go years, un- 
ethical practices such as private personal cash 
rebates to purchasing agents are still very much 
a part of doing business with the textile indus- 
try. Various estimates of the prevalence of such 
practices run from 5 to 25 per cent of total sales. 

Much of the blame is placed on resellers and 
sales agents of smaller manufacturers. Foreign 
companies are generally considered “clean com- 
petition” but are “price-cutters.” 


23.2 Human Relations: New Sales Training 
Pitch. Chemical Week, August 11, 1956, 
pp- 44-46. [w.c.] 

Dow Chemical’s recently overhauled sales- 
training program stresses human relations and 
emphasizes analysis of the buyer's situation to 
turn nontechnically trained men into effective 
technical salesmen. 


The six-phase program includes: 


(1) Chemistry lectures to assure nontechnical 
men an acquaintance with the field. 

(2) An orientation period covering psycholog- 
ical tests of salesmen as well as presentation of 
facts and figures on the company and industry. 

(3) Trainees are assigned to the sales office 
for a month, making calls with experienced 
salesmen. 

(4) Students spend a month touring plants 
and studying production. 

(5) A four-week sales clinic stresses selling by 
problem analysis and human relations. 

(6) From two weeks to four months is spent 
learning product end uses. 


23.3 Salesmen’s Reports: Perusal for Profit. 
Chemical Week, September 1, 1956, pp. 
38, 40, 42. [w.c.] 


Salesmen’s reports should not be filed and for- 
gotten. They can be put to good use, serving as 
illuminating analyses of a customer's current 
and future utilization of a company's products. 

In addition to routing reports to the sales 
clerical departments for recording, tabulation, 
and use in market forecasts, they should also go 
to the technical department for spotting long- 
term shifts in chemical buying wends and to 
product supervisors for notation of effects of 
price, delivery, packaging, terms, etc. 

Certain reports, because of their interest, 
should go to top sales management and in a few 
cases to top executive management. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Impact of Population Boom. Chemical & 
Engineering News, August 13, 1956, pp. 
3860-63. [w.c.] 

The 63 million people to be added to the 
United States population in the next twenty 
years, their ages, movement, and buying poten- 
tial will have a powerful effect on chemical mar- 
kets. 

Age can determine demand. The baby boom 
and increase in numbers of old people will have 
significant effects. The growth of households, 
population movements geographically, and move- 
ments to suburbs also have significant effects. 

Chemical market analysts must give careful 
consideration not only to growing population 
but changes in geographical and age composi- 
tion. 
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26. STATISTICAL DATA (including Sources, 
Types, Revisions, and New Series) 


26.1 Footwear News Fact Book No. 3. (New 
York: Research Department, Footwear 
News). [R.L.c.] 


The 1956 Footwear News Fact Book contains 
a breakdown of the latest market information 
on the footwear industry. Prepared by Footwear 
News as a special service to the industry, this 
26-page booklet provides members of the trade 
with an analysis of an industry that is valued at 
$2.2 billion in terms of manufacturers’ ship- 
ments, $3.5 billion in terms of consumer ex- 
penditures for footwear. It includes manufac- 
turers’ production and sales figures, advertising 
expenditures, and retail sales volume by types 
of outlet as well as retail store operating ratios 
and price trends. Men's, women’s, and children’s 
footwear are covered. It is distributed free of 
charge. Copies may be obtained from Footwear 
News, 7 East 12th Street, New York 3, New York. 


26.2 1956 Medical Market Guide. Modern Med- 
icine Publications, Inc., Minneapolis, 
Minnesota, 1956. [R.£.M.] 


The 1956 Modern Medicine Medical Market 
Book, which has been a source of medical mar- 
keting information since 1938, and Modern 
Medicine Prescription Sales Marketing Guide 
have been combined into this single complete 
handbook on marketing in the pharmaceutical 
field. Of interest to marketing executives in the 
pharmaceutical industry, this data source con- 
tains the following information: 


1. Forecasts for 1956 in the United States 
medical market. 

2. Historical data on illness, population, 
births, and deaths. 

. Physician data which include patient load 
of physicians, movement of physicians, and 
physicians’ motives in prescriptions and 
hospital purchases. 

. Drug store sales, including estimated pre- 
scription sales gain 1953 over 1948, seasonal 
variations in prescription, pharmaceutical 
manufacturers’ sales and expenditures, and 
trends in new prescription specialties. 

. Pharmaceutical marketing and promotion 
data which include readership costs, detail 
selling cost, profit and expense trends, and 
an analysis of prescription survey services. 

. Pharmaceutical sales in the United States, 
including a geographical breakdown by 
states and counties as well as wholesale 


drug areas and a breakdown by medical 
service center markets. 


26.3 Illustrative Projections of the College-Age 
Population, By States: 1958 to 1973. 
(Series P-25, No. 132), Bureau of Census, 
February 20, 1956, 8pp. [k.A.c.] 


There are fewer college-age persons (aged 18- 
24) today than at any time during the past 25 
years or in the foreseeable future. The latest 
high point was 1943-1944, with 16.9 million per- 
sons. The current figure is 15.1 million, all born 
during the depression when birth rates were the 
lowest in our history. 

A slow increase will start now, bursting into 4 
per cent per year between 1960 and 1965 when 
the major wave of “war babies” and the first im- 
pact of “postwar babies” will reach college age. 
The 1965 level should be one third above today’s 
level. In 1973, when last year's births reach col- 
lege age, the number should be three fourths 
above today’s level. 

Comparative figures are given for 1950, 1958, 
1963, 1968, and 1973, by states and regions, 
based on three alternative assumptions as to mi- 
gration rates. 


27. STORAGE 


27.1 Incentive for Development: 40 Billion 
Cans. Chemical Week, August 11, 1956, 
pp. 66, 68, 70-71. [w.c.] 


Chemical specialties, mainly coatings and ad- 
hesives, are important in can manufacture. 
About 10 million gallons of coatings and 700,000 
pounds of adhesives are used in the 40 billion 
cans produced every year. New technological 
developments, such as substitution of plastics 
for solder in seams, are increasing markets for 
chemicals in this industry. Some 1,800 chemical 
firms already supply products to the can indus- 
try for these purposes. 


29. THEORY OF MARKETING (including 
Competition) 


29.1 Science, Humanities, and Artifacts. Har- 
court Brown, The Scientific Monthly, Oc- 
tober 1956, pp. 169-75. [s.c.H.] 

Brown argues that science and _ scientific 
method (as exemplified by physics and mathe- 
matics) have relatively little to offer in human- 
istic studies except for technical assistance in 
dating documents, etc. This is so because mat- 
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ters of art are essentially subjective and because 
“the je ne sais quoi, the unknown quantity or 
quality which no classical critic could ever suc- 
cessfully define, is the indispensable component, 
the ultimate necessity in every work of art.” 

Brown does not specifically discuss marketing, 
but the relevancy of his discussion to at least 
some views of some phases of marketing (par- 
ticularly sales promotion) is apparent. 


29.2 Interindustry Analysis, New Tool in Eco- 
nomics. John H. Cumberland, The Sci- 
entific Monthly, October 1956, 189-97. 
[s.c.H.] 


A general description of input-output analysis 
(“the Leontief system”), its methods, strengths, 
and weaknesses, intended for the general, intelli- 
gent but nonexpert reader. 


29.3 Historical and Thematic Relations of Psy- 
chology to Other Sciences. Egon Bruns- 
wick, The Scientific Monthly, September 
1956, pp. 151-61. [s.c.1.] 

Those who are interested in the development 
of marketing theory may be interested in this 
discussion of the development of psychological 


science along three parallel “tracks”: systematic 
theorizing, descriptive approach, and statistical 
approach. 

The author holds that psychological science 
has an inherently statistical character. He offers 
the fruitful suggestion that the stimuli under in- 
vestigation as well as the subjects used in the 
experiments be selected under rigid statistical 
criteria. 


29.4 Concentration, Scale and Technological 
Change in Selected Manufacturing In- 
dustries 1899-1939. Almarin Phillips, 
Journal of Industrial Economics, June 
1956, pp. 179-93. [S.c.H.] 

Professor Phillips studied 28 American manu- 
facturing industries to test J. K. Galbraith’s 
hypothesis that the modern industry of a few 
large firms is an almost perfect instrument for 
inducing technical change. Phillips’ data forced 
him to work with the degree of concentration 
per establishment rather than per firm, although 
he reports considerable association between the 
two measures. 

Of the industries studied, those which were 
highly concentrated and had large-scale produc- 
ing units in 1904 had significantly greater rates 
of increase in output per wage earner between 


1899 and 1939 than did the other industries. 
Horsepower per worker also increased more in 
the concentrated than in the nonconcentrated 
industries. 

The findings tend to corroborate Gailbraith’s 
position. However, as Phillips points out, they 
are not conclusive since the question of causa- 
tion remains unresolved. 


$1. TRANSPORTATION 


31.1 Latin American Sales Short Cut. Chemical 
Week, July 21, 1956, pp. 122-23. [w.c.] 


A growing group of United States firms have 
set up operations in the Colon Free Zone of 
Panama to sell and service the Latin American 
market. 

Attractions are quick delivery, decreased cost 
of air shipments directly from the United States, 
tax concessions, and cheaper labor. 

The Zone is 100 acres within half a mile of 
the Atlantic port of Cristobal and 50 miles from 
Tocumen International Airport served by eight 
international lines. Materials can be processed 
and packed in the Zone. 

Sales from the Colon Free Zone in 1955 were 
almost $30 million. About half was shipped out 
by sea and half by air. 


338. UNCLASSIFIED 


33.1 An Essay on Bargaining. Thomas C. Schelb 
ling, The American Economic Review, 
June 1956, pp. 281-306. [s.c.u.] 


This essay discusses tactical approaches to 
what the author calls “pure bargaining” as dis- 
tinguished from merely exploratory activity de- 
signed to find mutually profitable adjustments. 
In “pure bargaining” one party (or both) is 
forced to make a concession, which he would 
like to avoid making, to prevent complete col- 
lapse of the deal—a condition regarded as even 
less desirable than the concession, The trick, of 
course, is to force the other fellow into giving 
the concession. 

Schelling says that contrary to the general im- 
pression, the advantage in bargaining does not 
always rest with the strong and powerful. Schel- 
ling’s tactics “rest on the paradox that the power 
to constrain an adversary may depend on the 
power to bind oneself; that, in bargaining, weak- 
ness is often strength, freedom may be freedom 
to capitulate, and to burn bridges behind one 
may suffice to undo an opponent.” 
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This view holds that if A can convince B that 
he (A) is firmly bound to a particular reserva- 
tion price, B will then consider himself obliged 
to meet that price or close the entire transac- 
tion. The practical devices for inducing this im- 
pression include public announcement of posi- 
tion (as in some labor negotiations) so that the 
desired figure becomes a matter of “face,” deal- 
ing through agents who can be made to appear 
bound by firm instructions, linking or separat- 
ing two different bargains, and advancing ap- 


parently rational arguments in support of the 
offer. 

Problems arise when one party decides to re- 
treat from his position through partial conces- 
sions. While the retreat brings him closer to his 
opponent's position, it also affects the oppo- 
nent’s estimate of his firmness. Frequently a “ra- 
tionale” must be offered to offset the latter disad- 
vantage, and successful bargaining may depend 
upon finding a face-saving change in the terms 
or scope of the bargain. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: KENNETH J. Curran, Colorado College 
L. WestFALL, Northwestern University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute more or less routine reaffirmation of well-estab- 
lished rulings; and (3) decisions handed down by in- 
ferior courts which are likely to be reviewed by 
higher courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 


specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


REGULATION OF PRODUCT CHAR. 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 
. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 


IV. REGULATION OF CHANNELS OF DIS. 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


- REGULATION OF UNFAIR COMPETI. 
TION 
A. Advertising 
B. Nonadvertising Promotional 
C. Trade-Marks and Trade Names 


Methods 


I. REGULATION OF MONOPOLISTIC 
METHODS 


B. Collusive Practices 


1. Dior v. Milton, 155 N.Y.S. ad 443 (N.Y. 
Sup. Ct., N.Y. Co., July 1956). [K.j.c.] 

Denying a motion to dismiss a suit by a num- 
ber of Parisian fashion houses seeking to enjoin 
certain New York firms from reproducing and 
selling sketches of the former's original, un- 
published fashion designs, the Court ruled that 
joint legal action to prevent style piracy was not 
a conspiracy in restraint of trade illegal under 
the Sherman Act or New York antitrust law. 
None of the plaintiffs enjoyed a monopoly and 
there was no joint action by them to refuse to 
sell to style pirates or to exclude anyone from 
the fashion field. Thus, this case is to be dis- 
tinguished from Fashion Originators Guild of 
America, Inc. v. Federal Trade Commission (114 
F.2d 80 [1940]) where the Guild, embracing a 
large portion of the fashion industry, published 
a blacklist of style pirates to which its members 
were not permitted to sell. 
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2. United States v. Insurance Board of 
Cleveland, CCH { 68,460 (D.C. N. Ohio, August 
1956). [K.J.c.] 

It has been clearly established for some 20 
years that price fixing in interstate commerce is 
illegal per se under the Federal antitrust laws— 
which merely means it is illegal regardless of the 
surrounding economic circumstances. A few 
other practices, also, have been considered illegal 
per se, although not with equal confidence or 
certainty. Among these practices is the boycott, 
and the feeling that it, too, is always illegal was 
strengthened by the Supreme Court in_ its 
Columia Steel decision when it said: “A restraint 
may be unreasonable cither because a restraint 
otherwise reasonable is accompanied with a 
specific intent to accomplish a forbidden re- 
straint or because it falls within the class of 
restraints that are illegal per se. For example, 
where a complaint charges that the defendants 
have engaged in price fixing, or have concertedly 
refused to deal with non-members of an associa- 
tion . . . the amount of commerce involved is 
immaterial because such restraints are illegal 
per se” (334 U.S. 495, 522 [1948)). 

In light of the widespread belief that the boy- 
cott is illegal per se, District Judge McNamee’s 
decision in the government's antitrust suit 
against the Insurance Board of Cleveland is in- 
teresting. This Board represents independent 
fire insurance agents who, according to its rules, 
are pledged among other things not to place in- 
surance with any insurance company selling 
directly through its own employees in the county 
concerned and not to represent mutual insur- 
ance companies at all. These rules, openly 
admitted by the Board, were clearly boycotts 
and it was the government's contention that 
there was nothing for the Court to do but find 
them in violation of the Sherman Act since boy- 
cotts are illegal per se. Judge McNamee, how- 
ever, ruled that boycotts had not achieved that 
distinguished status but were to be judged under 
the rule of reason. The statements of the 
Supreme Court, as in the Columbia Steel case, 
that had given rise to the contrary conclusion 
were, according to Judge McNamee, mere dicta 
not going to the heart of the cases at issue and 
the Supreme Court itself has said that mere 
dicta should not control judgment in later cases. 
At most, it would seem that these dicta might be 
regarded as a prophecy of the adoption by the 
Supreme Court of a doctrine of per se illegality 
in future boycott cases. If such came to pass, 
Judge McNamee ventured the opinion that the 
doctrine’s application “will be limited to cases 


where a combination seeks by coercion, intimida- 
tion, or threats to compel outsiders to do or 
refrain from doing that which the group ap- 
proves or condemns, and where the purpose or 
necessary effect of the combination is to unduly 
restrain or monopolize interstate commerce.” 

Having disposed of the matter of the legal 
status of boycotts, Judge McNamee proceeded to 
weigh the practices of the Board under the rule 
of reason. The only one on which he reached a 
final judgment was the boycott of insurance 
companies selling directly through their own 
employees. This boycott he found illegal. Al- 
though he did not make the comparison, it con- 
forms nicely to the type of boycott he predicted 
would be held illegal by the Supreme Court in 
the future, for by it the Board coerced outsiders, 
forcing some of them to adopt behavior that 
restrained commerce by eliminating the com- 
petition of their direct selling with the members 
of the Board. 


3. Also noted: 


a. Morton Salt Company et al. v. United 
States, 235 F.2d 573 (CCA 10, July 1956). The 
September 1955 decision of the District Court 
(Utah) convicting Morton Salt Company and 
others of conspiring to fix prices of salt, reported 
in THE JOURNAL OF MARKETING, April 1956, p. 
439, was upheld on appeal. 


C. Market Exclusion Tactics 


1. Sola Electric Co. v. General Electric Com- 
pany, CCH 4 68,428 (D.C. N. IL, June 1956). 
[K.J.c.] 

For a dozen years, one of the basic doctrines 
limiting the rights of a patent owner was that 
enunciated in Mercoid Corporation v. Mid- 
Continent Investment Company, 320 U.S. 661 
(1944). (See Electric Pipe Line v. Fluid Systems 
reported in THE JOURNAL OF MARKETING, Octo- 
ber 1956.) In that case, the Supreme Court ruled 
that the owner of a combination or system patent 
did not enjoy a patent monopoly over unpat- 
ented components of the combination or system 
and hence was guilty of misuse of his patent if 
he required the purchase of unpatented com- 
ponents as a condition for receiving a license. 
Such a practice was an illegal extension of the 
patent monopoly in the same category as the 
sale of a patented machine with the requirement 
that the purchaser buy from the seller un- 
patented supplies. 

On June 22, 1956, Judge John P. Barnes held 
that the Mercoid doctrine had been changed by 
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Congress when it revised the patent laws in 1952. 
The revised laws make it contributory infringe- 
ment to sell without authorization components 
of a patented combination provided the com- 
ponent is a material part of the combination and 
is especially adapted for use in it. The patent 
owner is not to be denied relief for infringement 
because of acts “which if performed by another 
without his consent would constitute contribu- 
tory infringement of the patent.” Thus, accord- 
ing to the Judge, although Sola Electric and its 
licensees probably exceeded their rights under 
the Mercoid doctrine when they sold a nonpat- 
ented component with an implied license to the 
purchaser to use the patented combination, they 
did not exceed their rights as the law now stands. 

Although, according to Judge Barnes, the 
Mercoid doctrine has been substantially altered, 
it may not have disappeared completely as a legal 
doctrine. Apparently it would still deny a 
patentee control over the sale of unpatented 
components of a patented system which were not 
material parts of the system or were only staple 
articles of commerce not especially adapted for 
use in it. 


II. REGULATION OF PRODUCT CHAR. 
ACTERISTICS 


A. Product Standards 


1. Louis Buchwalter and Emanuel Cohen, 
co-partners, trading as National Feather and 
Down Co. v. Federal Trade Commission, 235, 
F.2d 344 (CCA 2, July 1956). [R.L.w.] 

This case arose as the result of an FTC order 
for the company to cease labeling pillows as 100 
per cent down when such pillows in fact con- 
tained less than 85, per cent down. A tolerance of 
15 per cent had been established in a Trade 
Practice Conference. The company asked the 
Court to set aside the Commission's order. 

The Commission's order was issued to a num- 
ber of companies at the same time. One of them, 
Northern Feather Works, had previously taken 
the question to Court (see this Section, October 
1956). In the present case, the Court essentially 
referred to the preceding case where another 
judge found that 85 per cent down could be 
achieved if an effort were made to achieve 100 
per cent down, not if the effort were to produce 
85, per cent down. 


2. Public Law 905, 84th Congress, 2d Ses- 
sion (August 1, 1956). [R.L.w.] 

This act amends sections 401 and 701 (e) of the 

Federal Food, Drug, and Cosmetic Act and is 


designed to simplify the procedure for prescrib- 
ing certain regulations provided for by the Act. 

As the Act stood in 1954, the Secretary of 
Health, Education, and Welfare could establish 
regulations of various types as provided in sec- 
tions 401, 40% (j), 404 (a), 406 (a) and (b), 501 (b), 
502 (d), 502 (h), 504, and 604. The procedure for 
doing this was set forth in section 701 (e). This 
procedure provided that public hearings had to 
be held on all proposed regulations under the 
sections listed above. 

Public Law 335, April 15, 1954, separated 
section 401 from the others and established a 
new procedure for establishing regulations un- 
der it. This section (401) provides for regulations 
relative to standards of identity, quality, and fill 
of container for food products. The new proce- 
dure for section 401 eliminated the need for pub- 
lic hearings unless adversely affected parties re- 
quested them. 

The new law, approved August 1, 1956, re- 
groups section 401 with the others listed above, 
but establishes the procedure which, under the 
1954 law, applied only to regulations adopted 
under section 401. Regulations proposed under 
any of the sections listed above may now be 
adopted without public hearings unless these 
hearings are requested. 


B. Product Quality 


1. U.S. v. 1500 Cases, 236 F.2d 208 (CCA 
7, July 1956). [R.L.w.] 

Section 402 (a) (3) of the Federal Food, Drug, 
and Cosmetic Act provides that a food shall be 
considered adulterated “if it consists in whole or 
in part of any filthy, putrid, or decomposed sub- 
stance, or if it is otherwise unfit for food.” This 
section has received two different interpreta- 
tions. The generally accepted interpretation 
is that the “otherwise unfit for food” does not 
apply to the previous clause. In other words, any 
food is adulterated if it contains “filthy, putrid, 
or decomposed substance” whether or not this 
substance makes the product unfit for food (U.S. 
v. 449 Cases, 212 F.2d 567). , 

In this case, the Court finds it “impossible to 
agree with the accepted interpretation” without 
ignoring the word “otherwise.” Nevertheless, the 
Court decides that Congress may have wanted to 
establish a standard of purity well above that 
required for the protection of health. For this 
reason, the Court decided to follow the common 
interpretation in the case at hand. 

Since all processed foods have some filthy sub- 
stance (however small) in them, a strict interpre- 
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tation of the above type would permit the Food 
and Drug agency to confiscate any such products 
almost at will. For this reason, it is necessary for 
the agency to establish some standard of maxi- 
mum content of filthy substance in various foods. 
The Court found such a standard had been 
established for rot in tomato paste. 

Section 402 (a) (4) of the Food, Drug, and 
Cosmetic Act condemns as adulterated any food 
packed or held under insanitary conditions. In 
considering this point, the Court again con- 
cluded that some standard of sanitation was 
needed, but that no satisfactory one had been 
supplied by the Food and Drug Administrator. 
As a result, the Court indicated “a natural 
tendency to equate the standard with the average 
condition of canneries throughout the country.” 
It admonished the agency to provide a more 
detailed standard if it hoped to raise the sanitary 
standards above that point. 


Ill. REGULATION OF PRICE COMPETI. 
TION 


A. Price Discrimination 


1. Klein v. Lionel Corp., CCH § 68,485 
(CCA 4, September 1956). 

In upholding the lower-court ruling on this 
action (reported at p. 114 of the July 1956 issue 
of this Section), the opinion here emphasizes 
again that the Robinson-Patman Act requires 
that a discrimination in price must occur be- 
tween buyers who purchase from the same (dis- 
criminating) seller before a violation of Section 
2(a) can be found. In this instance Klein bought 
Lionel products from a wholesaler, not the 
manufacturer; therefore, states the Court, Klein 
had no standing upon which he could complain 
respecting the prices at which Lionel sold to any- 
one. Only if Klein also purchased directly from 
Lionel would he gain such a right. The Court 
also dismisses Klein’s contention that the Robin- 
son-Patman Act includes discriminations not 
only between two buyers but also between “the 
customers of either of them.” The latter phrase 
applies only to the determination of the effect of 
a discrimination on competition; it does not 
refer to the existence of a discrimination. 


B. Resale Price Maintenance 
1. Dr. Tichenor Antiseptic Co. v. Schweg- 
mann Brothers Giant Super Markets, CCH 
4 68,400 (Louisiana Supreme Ct., June 1956). 
Olin Mathieson Chemical Corp. v. Francis, 
go1 P.2d 139 (Colorado Supreme Ct., August 
1956). 


General Electric Co. v. Thrifty Sales, Inc., 


go. P.ed 741 (Utah Supreme Ct., September 
1956). [W.F.B.] 


The tide which seems to be running against 
resale price maintenance in the state courts gains 
added momentum from these three rulings by 
the highest courts of Louisiana, Colorado, and 
Utah. In each case, the opinions recognize the 
differences of opinion that have developed in 
this area of the law and have taken the position 
that the arguments against the law (or at least its 
nonsigner provision) are more persuasive. The 
Louisiana decision emphasizes the unlawful 
delegation of legislative power granted by the 
state’s fair-trade statute, although it also calls 
the act “coercive” and a violation of the state 
constitutional guarantee of individual freedom. 
The Colorado holding also finds that the non- 
signer provision is in violation of the due process 
clause of the state's constitution and then it goes 
on to declare that the measure is both confisca- 
tory and promotive of monopoly. 

Perhaps the Utah ruling is more unusual than 
either of the others. It is based upon the fact that 
the antimonopoly clause of the Utah Constitu- 
tion prohibits price fixing by contract or agree- 
ment. The opinion notes that the law clearly 
calls for price fixing; the fact that the price fixing 
involved is vertical rather than horizontal is 
immaterial since the clause in question does not 
make an exception for vertical price fixing. 
Thus, the Utah decision invalidates the entire 
fair-trade law, not simply the nonsigner clause. 


2. Sunbeam Corp. v. Richardson, CCH 
€ 68,407 (D.C. W. Ky., July 1956). 


Skaggs Drug Center v. General Electric Co., 
CCH { 68,471 (Dist. Ct. Bernalillo Co., New 
Mex., September 1956). [w.F.s.] 


These decisions, which arrive at conflicting 
conclusions with respect to the legality of the 
nonsigner clause of the fair-trade measures of 
the respective states, are perhaps chiefly impor- 
tant only insofar as they may lead to and 
influence later rulings by the Supreme Courts of 
each jurisdiction. The first opinion is a very 
strongly worded declaration that the Kentucky 
Act is invalid because at the time it was passed 
(1936), it violated the Sherman Act. Conse- 
quently, under the Supremacy clause it would 
not have stood had it been attacked at that time. 
In the Court's opinion, the later passage of the 
Miller-Tydings and McGuire Acts could not 
breathe life into a statute invalid at the time of 
its enactment. It goes on to add that the right 
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of an individual to sell his property at his own 
price is one of the guarantees provided by the 
Bill of Rights and is subject only to the police 
power. Furthermore, states the opinion, neither 
the state's fair-trade law nor the McGuire Act 
were legitimate exercises of the police power and 
hence should be considered to be invalid. Fi- 
nally, although it feels bound to respect the au- 
thority of the United States Supreme Court in 
the Old Dearborn case precedent, the Court 
states that it believes that the attempt there ex- 
ercised to separate the good will of a product 
from the product itself was an unrealistic legal 
“fiction.” 

The New Mexico opinion is a rather long and 
purely mechanical one, reciting the facts and 
assuming the legality of the act. It concludes 
from the facts that the defendant was guilty of 
cutting established prices and, therefore, should 
be enjoined from such action. 


3. General Electric Co. v. Masters Mail 
Order Co., CCH { 68,503 (D.C., S.N.Y., October 
1956). [W.F.B.] 

With the steady increase in the number of 
areas of “free trade” (as distinct from “fair 
trade”), the possibility of selling by mail from 
the former into the latter has assumed greater 


significance. Masters is a well-known New York 
discount house, which, finding itself unable to 
sell some items at cut prices in its New York 
location, opened a mail-order establishment in 
Washington, D. C. However, the Washington 
mail-order affiliate advertised in New York news- 
papers, used the mailing lists of the associated 
New York store, and in some instances salesmen 
in the latter even filled out mail-order forms for 
customers so that they could order merchandise 
from the Washington, D. C., firm. All in all, the 
mail-order operation clearly was an attempt to 
circumvent the New York fair-trade statute. The 
legality of the attempt turns upon the determina- 
tion of the locus of its transactions. Here, the 
Court rules, understandably, that while the 
products themselves might have been mailed 
from outside the state, the nature of the opera- 
tion was such that the Washington firm was 
actually conducting its business within New 
York, and therefore the transactions were not 
interstate and hence were within the scope of the 
New York Feld-Crawford Fair Trade Act. 


4. Eastman Kodak Co. v. Siegel, 151 N.Y.S. 
2d 859 (N.Y. Sup. Ct., App. Div., May 1956). 
[W.F.B.] 


In reversing a part of the decision of a lower 


court, the Appellate Court in this instance holds 
that Eastman was entitled to “fair trade” its 
“Brownie Hawkeye Flash Outfit” even though 
it contained some items neither manufactured 
by Eastman nor fair traded by their manu- 
facturers and other items of Eastman manu- 
facture which it had not otherwise fair traded. 
In justifying its decision, the Court simply states 
that inasmuch as the package involved “bears 
the label, trade-mark and brand name of the 
producer of the package and is listed as such in 
the company’s Retailer Fair Trade Agreement 
. . « the sole condition necessary to render the 
statute applicable has been met.” The interest- 
ing possibilities that might result from a final 
appellate ruling approving this concept are dis 
cussed in connection with the Colgate and East- 
man cases reported in this Section for July 1956, 
on pages 214 and 215. 


5. General Electric Co. v. Two Guys from 
Harrison, CCH 4 68,458 (N.Y. Sup. Ct., N.Y. Co., 
September 1954). [w.F.B.] 


Two unique defenses were attempted by the 
defendant, a discount house, in this action to 
justify its price cutting of GE products. In the 
first place, it was claimed that the price cutting 
was simply part of a legally acceptable close-out 
sale. In view of the facts, it is not surprising that 
the Court refuses to accept the defense. The dis- 
counter had placed an order in November 1953 
for a year’s supply of GE products, to be de- 
livered at various times during 1954. Then in 
January of 1954, it notified the General Electric 
Company that it intended to close out the GE 
line, although it continued to accept deliveries 
on its November order. Continuing to accept 
merchandise over a substantis! part of a year, 
while at the same time cutting prices, can hardly 
be considered as action consistent with the con- 
cept of a bona fide close-out sale, particularly 
since no attempt was made to cancel the order 
or return the merchandise. 

The second defense was no more successful, 
The defendant argued that the General Electric 
Company had lost its right to enforce minimums 
because it had abandoned its price structure by 
permitting some firms to use GE products as 
prizes to salesmen for outstanding sales efforts 
and allowing other firms to use GE products as 
premium merchandise to be redeemed for books 
of stamps. The Court rules that neither of these 
uses of GE products could be considered price 
cutting unless the worth of the services or the 
value of the books of stamps was so slight as to be 
inconsequential. This was not true and hence 
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there was no price cutting or acquiescence in 
such cutting by General Electric. 


6. Also noted: 


(a) Sunbeam Corp. v. Oppenheim, CCH 
§ 68,461 (Calif. Superior Court, L.A. Co., July 
1956) finds the Court refusing to hold the defend- 
ant guilty of contempt of court, basing its ruling 
on the fact that the injunction which defendant 
is violating was issued prior to the first Schweg- 
mann decision, 341 U.S. 384 (1951), and there- 
fore is invalid. 

(b) In Eli Lilly and Co. v. En-Hab Drug Co., 
CCH 4 68,477 (U.S.D.C., S.N.Y., September 
1956) the Court somewhat indignantly refuses to 
issue a preliminary injunction against En-Hab 
because the latter showed that it had been cut- 
ting prices on Lilly products for 17 years and had 
never been brought to court before, though fre- 
quently requested to stop the practice; the tardi- 
ness with which Lilly acted caused the Court to 
doubt that the danger to its good will was quite 
as imminent as Lilly claimed. 


C. Price Control (Minimum and Maximum) 


1. Henderson v. Hogue, CCH © 68,462 
(Tenn. Ct. of App., August 1956). [w.F.B.] 


In 1955, the Tennessee legislature enacted a 
law prohibiting retailers from selling milk at 
below-cost prices. The new statute was similar 
. in most respects to the Tennessee Unfair Sales 
Act (19%7) which prohibited below-cost selling 
on all products except under limited and speci- 
fied circumstances. However, the earlier and 
broader law defined cost in such a way as to in- 
clude overhead costs (or 6 per cent in the absence 
of information), whereas the specific milk statute 
did not. In upholding the right of the defendant 
to sell milk at his invoice cost, the Court empha- 
sizes this absence of the overhead provision in 
the milk law but also goes on to point out that 
there is no showing that the defendant was sell. 
ing at the low price to injure competition and 
further, that the plaintiff had no standing as an 
aggrieved party but actually was attempting to 
enforce monopolistic conditions in the sale of 
milk in the Tennessee market. 


2. Northern California Food Dealers, Inc. 
v. Farmers Market of Northern California, Inc., 
CCH 4 68,402 (Superior Ct. of Calif., Sacra- 
mento Co., July 1956). [w.F.e.] 


In many of the cases dealing with the Unfair 
Sales Acts, which prohibit the sale of goods 


below cost (including cost of doing business and 
overhead), the courts have emphasized that it 
must be shown that the price cutting has been 
done with intent to injure competition before 
an offense exists. Hence, it is not unusual that 
the defendant was upheld in this instance be- 
cause of a failure to show that his price cutting 
was intended to injure competitors. However, he 
had also argued that his below-cost prices were 
justified in any case because they were designed 
simply to meet similar low prices of a competitor, 
Safeway Stores. The plaintiff contended that this 
defense was not valid because the price cutting 
was done on some items as much as six weeks 
after Safeway had offered its “specials” and 
in other cases the prices cut were on different 
brands than those Safeway had sold. The Court 
rules that these differences in time and in brands 
were immaterial, noting that the law specifically 
states that it should be liberally interpreted. 


V. REGULATION OF UNFAIR COMPETI- 
TION 


A. Advertising 


1. E. F. Drew & Co., Inc. v. Federal Trade 
Commission, 235 F.2d 735 (CCA 2, July 1956). 
[R.L.Ww.] 

Section 15 (a) (2) of the Federal Trade Com- 
mission Act was enacted in 1950 as part of a 
compromise that brought about repeal! of oleo- 
margarine excise taxes. It provides that any ad- 
vertising of margarine that suggests it is a dairy 
product is misleading and, hence, false advertis- 
ing. This is the second case under this section to 
reach a court of appeals. (The first case, Reddi- 
Spread Corp. v. F.T.C., was reported in the July 
1956 issue.) In this case, as in the preceding one, 
the Court decided for the Commission. 

Drew advertising included statements such as: 
“country fresh”; “churned to delicate, sweet 
creamy goodness”; and “the same day-to-day 
freshness which characterizes our other dairy 
products.” The Commission found that these 
statements suggested the product was a dairy 
product and thus made the advertising mislead- 
ing and false. 

Drew's defense was that no evidence was pre- 
sented to show these claims were false or that 
they misled any consumers. The Court held this 
unnecessary. The law states that any suggestion 
that margarine is a dairy product is false adver- 
tising. This applies whether or not the statement 
is true or whether or not it misleads any con- 
sumers. 
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THE ECONOMICS OF SPACE: 
A REVIEW ARTICLE 


THE ECONOMICS OF LOCATION, by 
August Lésch. Translated from the sec- 
ond revised edition by Wm. H. Woglom 
with the assistance of W. F. Stolper. 
(New Haven: Yale University Press, 
1954- Pp. xxviii, 520. $7.50.) 

PLANT LOCATION IN THEORY AND 
IN PRACTICE: THE ECONOMICS 
OF SPACE, by Melvin L. Greenhut. 
(Chapel Hill: The University of North 
Carolina Press, 1955. Pp. xiii, 338. 
$7.50.) 


Lésch 

It is the present writer’s practice after 
reading a volume to jot down the adjectives 
and phrases that best characterize the anal- 
ysis and interpretation. In the case of Lésch, 
The Economics of Location, such words and 
expressions spilled out like water from a 
steep spillway. Included were: “encyclo- 
paedic,” “catholic,” “revealing,” “extraordi- 
narily painstaking,” “amazing facility in 
diagrammatic representation and in mathe- 
matical statement as well as in literary ex- 
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pression,” “comprehensible but difficult,” 
“unusual combination of pure, formal 
analysis and empirical observations,” “ex- 
ceptional capacity in the summation of com- 
plex, varied ideas and materials in brief 
form” (for example, see Table 17, p. 347), 
“rationalistic,” “creative and original yet 
occasionally a bit naive” (for example, in the 
ready acceptance of some American empiri- 
cal studies), “interdisciplinary,” “most am- 
bitious yet withal modest,” “scholarly in all 
respects,” and, finally, “writing a bit choppy 
and lacking in transitional sentences and 
paragraphs and repetitive summaries.” 

Parely is reading time as well rewarded as 
that spent on Lésch. It is not a volume, how- 
ever, to be picked up merely for vacation 
purposes or for desultory reading. It should 
be examined carefully and studiously and 
then be placed on the shelf as a reference 
companion and continuing consultant. Al- 
though the volume has largest interest to 
economists interested in locational and re- 
gional analysis and to geographers, there is 
content for almost all interests ranging from 
practical business executives to government 
officials and economic and social planners. 
On pp. xvi and xvii of the Preface to the 
Second Edition, suggestions are made for 
readers with diverse interests including entre- 
preneurs, bankers, monetary experts, price 
control officials, geographers, statisticians, 
sociologists, transportation specialists, col- 
lege students without training in mathemat- 
ics, and town and regional planners. Teach- 
ers and students of marketing may gain 
much from a full reading but will especially 
be among old friends, including even 
Reilly's Law, in chapter 23, “Simple Market 
Areas,” and chapters 26 and 27 dealing with 
“Trade.” 

It would be a grave error, however, to read 
only the special sections relating to a specific 
interest without perceiving the significance 
of these sections to the basic purposes and 
full analysis. Furthermore, the volume, in 
spite of its enormous descriptive content is 
not, and cannot be, a replete compendium 
of research evidence over the enormous lati- 
tude of its coverage. Lésch has made a broad 
and deep investigation of the location prob- 


lem in general, in the perspective of previous 
writings (as by von Thiinen, Weber, Ohlin, 
and Palander), and with the ambitious ob- 
jective of developing a general equilibrium 
approach portraying the interrelationships 
of all locations. Basic to this endeavor is his 
theory of economic regions as a methodolog- 
ical apparatus essential in his view to the 
development of the general equilibrium 
analysis. In the use of this approach, he was 
preceded by Bertil Ohlin; Lésch’s use, how- 
ever, was greatly different as will be seen 
below.' In the Preface to the First Edition 
(1939), Lésch stated, “This investigation de- 
velops a systematic location theory, a new 
theory of foreign trade, and perhaps the 
first general analysis of the nature of eco- 
nomic regions” (p. xiii). In the Preface to the 
Second Edition (1943), two years prior to 
his untimely death, Lésch was even more 
ambitious, stating, “A new economics is 
coming into existence” (p. xvii). Regardless 
of the validity of this view, all readers must 
agree that Lésch’s approach and analysis 
provide revealing new insights. 
Lésch was not endeavoring to find a sys- 
tematic or definitive solution of the loca- 
tional problem of the individual firm. On 
the contrary, he stated: “there is no scientific 
and unequivocal solution for the location 
of the individual firm, but only a practical 
one: the test of trial and error” (p. 29). This 
is not to say science does not “offer some- 
thing to the practical investigator of loca- 
tions” (p. 30). Lésch’s interests were in gen- 
eral analysis; in addition, he did not wish to 
hold out false hopes to those in practice. 
Lésch, after employing 100 pages to de- 
velop the historical and theoretical back- 
ground and setting of his problem, ventures 
the hope “that the theory of economic re- 


‘For years the present writer, following Ohlin’s 
usage, has employed the same device in teaching as 
a means of laying a causeway between the enormously 
varied complexities of the particular realities of 
American marketing and production and general 
principles. For a brief statement of this endeavor, 
see my essay in R. Cox and W. Alderson, Theory in 
Marketing (1950), and Part V, “Marketing Within 
and Between Regions” in Marketing in the American 
Economy (1954), by R. S. Vaile, E. T. Grether, and 
R. Cox. 
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gions to be developed in the following pages 
will turn out to be a path into a rich, but 
almost unknown country” (p. 100). So we 
turn now to the kernel of his analysis. 
Unlike Ohlin, Lésch did not define an 
“economic region” arbitrarily or in terms 
of any single factor. Instead, he derives the 
character and structure of economic regions 
out of the play of interdependent variables 
under assumed conditions of artificial sim- 
plicity. He begins his analysis with the radi- 
cal assumption that economic raw materials 
“are evenly and adequately distributed over 
a wide plain,” in an area “homogeneous in 
every other respect as well,” and containing 
“nothing but self-sufficient farms that are 
regularly distributed” (p. 105). His problem, 
therefore, is “how can this starting point 
lead to spatial differences” (p. 105). He im- 
pounds all other natural and political fac- 
tors and allows only the purely economic 
forces making for concentration or disper- 
sion to operate. The economic forces making 
for concentration are the advantages of spe- 
cialization and of large-scale production; 
those making for dispersion are shipping or 
transfer costs and diversified production. 
Perhaps to insure that his analysis—lofty 
though it might otherwise seem—be reason- 
ably mundane, he selects beer as the initial 
product for analysis! Hence, the first stage 
of the investigation merely considers under 
what conditions any single farmer might 
manufacture beer for sale to other farmers. 
His solution takes the form of a demand 
cone for beer which, when swung on its axis, 
circumscribes a circular market area. The 
demand cone reflects not only the tradi- 
tional diminishing utility calculus but the 
impact of the costs of moving beer through 
space. Hence, consumption is highest at the 
brewery and diminishes along the demand 
gradient through space until a point is 
reached at which the demand is no longer 
effective in the economic sense or is served 
from a competing production center. Along 
these lines the homogeneous plain becomes 
filled up with farmer brewers all serving 
equal circular markets under assumed uni- 
form conditions. But there are unutilized 
areas of demand lying between the circles, 


providing a source of business and profits 
and hence opportunities for additional sup- 
pliers. Under the play of freely competitive 
forces, the ultimate (equilibrium) outcome 
takes the form of neatly meshed, identical, 
regular hexagonal market areas which (1) 
fill the entire space with no extra areas and 
(2) minimize the freight or distance costs. 
Thus, production and trade and consumer 
utilities are all optimized. 

Now, what is true for one commodity is 
true for another except that the size of the 
hexagonal market areas will vary with cost 
of production, transport (distance), and de- 
mand factors. In any event, the interlinked 
market areas—each served by a single pro- 
duction point—take the form of hexagonal 
honeycombs. (Thus, bees instinctively strike 
upon the ideal form as a means of economiz- 
ing the use of wax.) 

But, as one reviewer notes,? “this proves 
too much.” Why are not transport costs elim- 
inated “by the people living at the brew- 
eries”? The answer lies in the difference 
between agricultural and manufacturing 
(industrial) production—a foundation ele- 
ment of Lésch’s system. Agricultural pro- 
duction inevitably is areal and distributed 
through space, whereas the site of an indus- 
trial enterprise is “punctiform” and is se- 
lected by the entrepreneur. In the latter case, 
choice involves a latitude of subjective 
considerations (p. 16). Consequently, the 
homogeneous plain in reality cannot be 
filled merely by agricultural producers or by 
enterprisers oriented entirely to agricultural 
resources and demand in only one pattern. 
Hence, the economic forces of supply and 
demand operate either through demand 
cones or price funnels of punctiform pro- 
ducers or, on the supply side, through the 
transport-price gradients that tie town and 
country or deficit and surplus areas together. 
Likewise these broad forces operate either 
under conditions of free competition (agri- 
culture) or limited competition (industry). 

There has been no discussion to this point 
of the development and significance of 

*Stefan Valavanis, “Lisch on Location,” The 


American Economic Review, vol. XLV, no. 4, Sep 
tember 1955, p- 638. 
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towns (exceedingly important in Lésch’s 
treatment) except as the acceptance of econ- 
omies of scale point toward some points of 
population concentration. Under Lésch’s 
scheme, it may be reiterated, there are the 
conflicting pulls of the economies of scale 
making for concentration and of agricul- 
tural areal production and of transport costs 
making for dispersion. Under the simplest 
conditions, these conflicting forces would 
tend to point toward the numerous small 
concentration points typical of an agricul- 
tural economy. 

But how would larger trading centers 
arise? Lésch’s answer is further evidence of 
his creative genius! He conceives of the vari- 
ous networks of hexagonal market centers 
and areas having at least one common cen- 
ter. This common center becomes the me- 
tropolis of the area. The various networks 
are rotated about this common center in 
“such a way as to get six sectors with many 
and six with only a few production sites. 
... With this arrangement the greatest 
number of locations coincide, the maximum 
number of purchases can be made locally, 
the sum of the minimum distances between 
industrial locations is least, and in conse- 
quence not only shipments but also trans- 
port lines are reduced to a minimum” (p. 
124). The theoretical pattern or “economic 
landscape” thus obtained takes the form of 
a cogwheel. The entire plain becomes filled 
with “economic landscapes” which consti- 
tute a “network of systems.” The “economic 
landscapes” also take the form of regular 
hexagons when they have become numerous 
enough (p. 135) in which “all industries find 
at least one location” (p. 196). It is recog- 
nized later that this assumption is not real- 
istic (p. 216). Thus, finally, there are “three 
main types of economic regions: simple mar- 
ket areas, regional networks and regional 
systems. Or... markets, belts and dis- 
tricts”’ (p. 218). 

Now, Lésch was well aware that simple 
economic regions and spatial interlinkages 
thus depicted were not replicas of reality. He 
was able, however, to find almost identical 
counterparts of portions of his system in the 
American Middle West. A large part of his 


analysis involves the step-by-step introduc- 
tion of additional variables and factors, in- 
cluding the dropping of his original assump- 
tion of the homogeneous plain. Space 
cannot be taken here to record the results. 
of these steps toward greater reality, includ- 
ing the impact of political factors. He re- 
marks that as one moves up the series from 
simple market areas, the members of the 
series become both increasingly complicated 
and uncommon. He notes that a “clearly 
defined economic landscape is a piece of 
good fortune rather than a natural subdivi- 
sion of a state” (p. 219), but “nevertheless a 
substratum resembling an economic land- 
scape is to be found almost everywhere 
below a maze of market areas, though de- 
veloped to different degrees” (p. 219). Fi- 
nally, he notes that what appears often to be 
chaos is “nothing but order in disguise” 
(p. 220). In other words, his pattern of eco- 
nomic regions has some counterpart in real- 
ity as well as in reason and logic. 
Unfortunately, it is necessary for the most 
part to drop the review at this point, not 
quite half through Lésch’s volume in terms 
of pagination. The balance of the volume 
includes two aspects. First, there are lengthy 
and illuminating discussions of trade based 
upon the division of labor and of the struc- 
ture of prices. There are some exceedingly 
interesting data on the spatial arrangement 
of land prices, wages, interest and discount 
rates, and of the prices of certain commodi- 
ties. There are most enlightening discussions 
also of both self-regulation and regulation 
from without an economy. These chapters 
indicate that Lésch was extraordinarily 
widely informed as to facts and broadly 
competent in theory. Likewise, they suggest 
his confidence in the workings of freely com- 
petitive forces in spite of all weaknesses and 
limitations. He conceives of the roles of the 
state to “shorten the costly groping of an 
uncontrolled economy” (that is, to facilitate 
free market forces) or to “compel certain 
new combinations” of forces. In the latter 
instance, “its intervention becomes truly 
creative” (p. 334). He concludes, however, 
that “in the long run no planning is a match 
for thousandfold interdependence” (p. 35,2). 
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The second aspect of the remainder of the 
volume consists of “examples” of the presen- 
tation of various types of evidence to illus- 
trate the application of Lésch’s theory. It 
should be emphasized that in this section 
and in the others where empirical materials 
are used, the author is not attempting to 
verify his theory. Rather, he is testing real- 
ity! (p. 363.) Lésch has utter scorn for “de- 
scriptive theory” if it becomes a science “that 
describes chaos instead of preaching order. 
. . . For the lack of confidence in reason it 
must not choose reality for its judge” (p. 
364). 

In any event, readers will find Lésch’s 
“examples” most illuminating (especially 
from the American Middle West) and, often 
enough, supporting his theoretical calcula- 
tions. Likewise, they will be doubly im- 
pressed by his erudition as evidenced by 
competence in almost all aspects of the func- 
tioning of a complex economy. Truly, space 
and the problem of location were to him the 
open sesame to an enlightened understand- 
ing of modern economic society. 

“Space stimulates the creative forces. And 
I see in my mind's eye an economic science 
that, more like architecture than like the 
history of architecture, creates rather than 
describes” (p. 508). 


Greenhut 


Professor Greenhut contributes to those 
aspects of locational analysis that Lésch 
(as already noted) considered both impossi- 
ble of scientific solution as well as relatively 
undeveloped, to wit, the location problem 
of the individual firm. Lésch stated that this 
type of locational theory had made no real 
advance since the time of Alfred Weber and 
“that the practical man, therefore, lacks 
scientific tools that would facilitate the so- 
lution of his location problem” (p. 30). 
Greenhut attempts boldly (but not avow- 
edly) to demonstrate that Lésch’s skepti- 
cism concerning the possibility of solution 
is not entirely justified by advancing a gen- 
eral theory of plant location. 

Greenhut, like Lésch, is competent in 
mathematical and diagrammatic analysis 


and representation; much of this type of 
presentation is relegated to footnotes and 
appendices. Like Lésch, also, he is widely 
acquainted with and draws upon the broad 
literature of location. He has had the bene- 
fit, of course, of the writings that have ap- 
peared since Lésch’s death (including 
Lésch) and particularly of the larger aware- 
ness of the nature and significance of the 
newer monopolistic-competition type of 
analysis. This is not to say that Lésch lacked 
such awareness, but the fact remains that 
much of his work and writing intellectually 
were pre-Chamberlinian. Greenhut, on the 
contrary, endeavors to develop “an inclu- 
sive capitalistic theory of location” within 
“the monopolistically competitive locational 
framework of today” (p. v) and within the 
framework of general economic principles. 
The volume is intended primarily for pro- 
fessional economists and graduate students 
interested in economic theory, spatial eco- 
nomics, and location theory. Adaptations 
and reading suggestions are made to meet 
the needs of undergraduate students in busi- 
ness administration. 

Greenhut’'s volume is divided into four 
parts. In Part I, the literature and nature of 
locational theory are neatly reviewed. Like 
Lésch, he reviews and appraises the contri- 
butions of Johann Heinrich von Thiinen 
and Alfred Weber. He adds to these also 
the work of Lésch, E. M. Hoover, and 
others, including Harold Hotelling, A. P. 
Lerner and H. W. Singer, Arthur F. Smith- 
ies, and E. H. Chamberlin. He classifies the 
work of these and other writers broadly in 
terms of (1) the least-cost theory and (2) the 
market area-locational interdependence ap- 
proach (p. 83). In his own writing, he sets 
out to integrate these two approaches. He 
concludes appropriately that the two basic 
established approaches are “despite their 
differences, quite similar; both emphasize 
the search for the site which offers the great- 
est spread between total costs and total rev- 
enues. It is really the assumptions that dif- 
fer” (pp. 97, 98). 

Greenhut chooses the market area-loca- 
tional interdependence approach as prefer- 
able since it, unlike the Weberian system, 
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explicitly focuses attention on market de- 
mand both in the selection of the area with 
the greatest sales potential and in the en- 
deavor to “magnify the demand within the 
market area, through the selection of a par- 
ticular location” (p. 100). The selection of a 
site, therefore, “from which a given number 
of customers can be supplied, at a profit 
maximizing price and cost, is the same prob- 
lem as that of allocating the scarce means 
among competing ends” and hence “fulfills 
the basic requirements that must be met by 
location theory” to fit it within a system of 
economic principles (p. 100). 

Part II contains four very useful chapters 
in which the leading factors influencing 
plant location are separately analyzed, to 
wit, transportation, processing costs, differ- 
ent types of demand including the impact of 
competitor locations, and cost-reducing and 
revenue-increasing factors including various 
types of personal considerations tradition- 
ally overlooked in the literature. Greenhut, 
in a manner abhorrent to Lésch, conceives 
that in the location of any given manufac- 
turning establishment, one factor will be 
basic or governing while others are second- 
ary (p. 104). A contribution of Greenhut is 
emphasis upon personal contacts and other 
personal considerations as locational fac- 
tors, especially for small firms. 

Part III presents the results of a small 
number of empirical studies of the location 
of certain small Alabama firms, which have 
made locational decisions in the postwar 
period. It is noted that these are studies of 
site selection, not of the location of a par- 
ticular industry, contrary to most similar 
studies (p. 182). Readers will find the re- 
ports on these investigations most illumi- 
nating, especially because they (1) provide 
empirical testing of the traditionally listed 
nonpersonal factors and (2) indicate the 
high importance in some situations of per- 
sonal contacts and other personal considera- 
tions. Unlike Lésch, these studies were not 
intended to test reality against the precon- 
ceived rational pattern or system but to dis- 
cover whether the preconceived general 
theory was in fact complete and orderly. 
“Theory must reflect practice” (p. vii). The 


investigations raised the major issue with 
respect to the character of general location 
theory, namely, how to allow for and incor- 
porate the minimax arising both out of the 
uncertainty of business profits and of psy- 
chic income. 

In Part IV, consisting of two chapters, the 
study is summarized and the author ad- 
vances a general theory of plant location. 
The summary of earlier writings and of 
Greenhut’s own analysis is, of course, some- 
what repetitive. It is suggested that some 
readers may find this treatment adequate 
rather than reading the other parts. Our 
chief concern is with the final chapter, “Lo- 
cation Factors and a General Theory of 
Plant Location.” 

Greenhut points out that his empirical 
studies and those of others indicate deficien- 
cies in the previous approaches (p. 276). His 
own empirical studies suggest particularly 
“that the maximum profit theory of plant lo- 
cation is not yet all inclusive” (p. 277). They 
raise a question also of what should be done 
about psychic income. “It would appear 
that either the objective of site-selection 
must be stated in terms of maximum satis- 
factions, or psychic income must be awarded 
a pecuniary value” (p. 278). 

Before reaching a conclusion, Greenhut 
lists locating factors in three broad groups: 
demand, cost, and purely personal (pp. 279- 
281). By excluding the “distortive types of 
man-made forces, such as freight rate zones, 
discriminatory pricing, tax incentives, and 
state and federal laws,” the list boils down 
to “the system of plant location in a capi- 
talistic economy, regardless of whether the 
particular focus be short-run or long-run” 
(p. 281). The author suggests that these fac- 
tors may be fitted into either of two types of 
maximum profit location theory (depending 
upon how psychic income is handled) or a 
general maximum satisfaction theory. He 
finally decides against the postulate of max- 
imum satisfactions apparently because (1) 
“this condition alone would not make eco- 
nomics dynamic” or “pave the way for pre- 
cise forecasting of future states of the econ- 
omy” (p. 284) and (2) of his penchant for 
the traditional, mathematically formulated 
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maximum profit approach. He feels that he 
has made a contribution, however, “in 
pointing out the deficiency of our current 
approach.” 

The analysis concludes with (1) some ex- 
amples of how spatial equilibrium is ap- 
proached or reestablished after the innova- 
tion of a new product, or a change in the 
shape of the demand curve, or a variation in 
cost factors, or a change in tax rates, or 
other changes, and (2) a mathematical de- 
scription of a general theory. Variations in 
psychic income may be expected to “cause 
different ascriptions to cost data and encour- 
age relocation and subsequent distortions of 
all existing relationships” (p. 286). 

Under locational equilibrium, (1) mar- 
ginal revenues equate with marginal costs; 
(2) average revenues or net-mill prices 
would be tangent to average costs; and (3) 
the concentration and scattering of plants 
would be in such order that the relocation 
of any one plant would occasion losses (p. 
285). 

Thus, Greenhut has integrated locational 
theory into the general body of monopolis- 
tic-competitive analysis. In so doing, he has 
thrown overboard some of the insights 
gained by his own limited empirical studies. 
He has also given considerable support to 
Lésch’s expressed skepticism concerning the 
possible, specific contributions of economic 
science to the particular locational problem 
of business. To state this is not to disparage 
Greenhut’s attempt or the quality of his 
contribution. Undoubtedly the tools of lo- 
cational analysis have been sharpened by 
his efforts. His volume is highly recom- 
mended to all interested readers. It belongs 
on the same shelf with Lésch and it is likely 
that it will be consulted even more fre- 
quently. Not only is the writing more recent 
and based upon some writings and materials 
not available to Lésch, including Lésch, 
but the general organization and style of 
writing guarantee that the meaning will be 
clear to readers. 

Readers will find that Greenhut has much 
to say about Lésch, most of it favorable. He 
feels uncertain as to Lésch’s ultimate posi- 
tion in the literature of the field. It is this 


writer's view that he overemphasizes both 
the relative applicability of Lésch’'s analysis 
to economic planning rather than to the 
private capitalistic economy and Lésch's 
presumed disregard of locational interde- 
pendence. In the main, however, Greenhut's 
review of Lésch as of other writers is excep- 
tionally well done. Plant Location in The- 
ory and in Practice is a notable contribution 
to the literature of location, although it will 
not, like Lésch, be rated among the great 
classics of economic literature. 
E. T. GRETHER 

University of California 


MARKETING PRINCIPLES AND 
METHODS (grd edition), by Charles 
F. Phillips and Delbert J. Duncan. 
(Homewood, Illinois: Richard D. Ir- 
win, Inc., 1956. Pp. 789. $6.50.) 

Basic marketing textbooks are inclined to 
be like marketing professors: they bulge 
more and more as they grow older. The pre- 
vious edition of Phillips and Duncan's Mar- 
keting Principles and Methods was a svelt 
728 pages, and now the third edition and 
subject of this review is a rotund 789 pages. 
The added pages of the newest edition re- 
flect an increase in number and variety of 
chapter-end questions, which are excellent. 

The authors continue to show a remark- 
able knowledge of the literature in the field. 
Chapter-end supplementary reading refer- 
ences and copious footnotes abound in 
much the same manner as the contents of a 
resourceful woman's purse. They give the 
reader an endless and valuable succession 
of appropriate reading handouts. The value 
of so many nudges to read is especially de- 
sirable in a book for beginning students. 
Not only does it inspire outside-of-textbook 
reading but it also serves—since so much of 
what is mentioned is current and from pe- 
riodicals—to give the subject of marketing 
a freshness and aliveness that is often lost 
in many academic treatments of the subject. 

The extensive updating and considerable 
expansion of the supplementary readings 
are a testimony to the growing wealth of 
literature appearing in the field of market- 
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ing. Before World War II, basic text au- 
thors had difficulty in finding a list of ref- 
erences for each chapter sufficiently long 
to be respectable. ‘Today, the problem be- 
comes a welcome one of selectivity—a feat 
well accomplished in this volume. Appear- 
ing for the first time and reflecting a trend 
in the teaching of the introductory course 
in marketing is a handy table which shows 
a selection of cases from current case and 
problems books and relates them to the 
chapters in the text. 

Readers familiar with the previous edi- 
tion of this work will readily recognize the 
current volume, for it cannot be considered 
a major revision. ‘The organization of ma- 
terials and emphasis upon the various facets 
of marketing remain essentially the same. 
Even in Chapter XXVI on transportation 
and storage, which the preface mentions as 
having been completely rewritten, one finds 
many of its sections unchanged. Approxi- 
mately the same approach and basic mate- 
rials (extensively updated) were used. Two 
significant additions were made. A section, 
“Reducing Transportation Costs,” has been 
added at the conclusion of the treatment of 
transportation; and a section, “Reducing 
Storage Costs,” has been added at the con- 
clusion of the discussion about storage. 
Since these additions have left the structure 
and much of the content of the previous 
edition’s similar chapter intact, the change 
cannot be considered very fundamental. If 
such is the case in this chapter, one of the 
few chapters which according to the authors 
has received major attention, it is clear that 
most of the new edition’s content remains 
unchanged except for slight changes and 
statistical updating. 

As in previous editions, the authors do 
well in describing the basic field of mar- 
keting. The necessary humdrumness of pure 
description and relation of facts is recog- 
nized and is constantly relieved by “reason 
why” discussions. These discussions—along 
with occasional appraisals of the work of 
marketing and conjectures about trends—do 
much to provide for educationally sound 
insight, understanding, and interest. To 
illustrate with but two examples from 


among a great many, in Chapter IX, “Large 
Scale Retailing,” the basic facets of the mail- 
order house—characteristics, types, growth 
and development, and operating costs—are 
described and then are followed by a stimu- 
lating section titled, “Some Recent Deve!- 
opments Among Mail Order Companies.” 
In Chapter XXII, “Marketing Research and 
Policies,” the description of marketing re- 
search winds up with a discussion titled 
“The Future of Marketing Research.” 

Few would quarrel with the soundness of 
introducing the student to the field of mar- 
keting, as this book does, by starting with 
and emphasizing the ultimate consumer 
and working back through the retailer to 
the wholesaler, to the functional middle- 
man, to the producer. ‘The book opens with 
two chapters, titled “Marketing: Its Nature 
and Significance” and ‘Marketing Func- 
tions and Institutions.” These two intro- 
ductory chapters are followed by three chap- 
ters which deal with the consumer. The 
emphasis on the consumer is most curiously 
placed. Chapter III, titled “Consumer Mo- 
tivation and Behavior,” devotes a scant 1414 
pages to the subject of its title which surely 
is the crux of successful marketing. The 
emphasis on the consumer is not placed at 
this crucial point but on Chapter IV, titled 
“Consumer Buying Problems,” which con- 
sists of 26 pages of negatively oriented socio- 
economic subject matter. One wonders why, 
in a book which presumably is to be used 
to train practitioners in the field of mar- 
keting, such a negative barrage is unleashed 
and with such emphasis so early in the 
course. Delivering a criticism of advertising 
and marketing malpractice before the stu- 
dent has an understanding of the field is 
puzzling indeed. Much of the chapter stems 
from an approach typical of the 1930's, the 
shades of Stuart Chase and F. J. Schlink. 
Why indict marketing with this statement 
found on page 66? “And some butchers still 
measure their degree of skill by the number 
of times a day they can ‘sel) their thumb.’ ” 
A statement that prepackaged, self-service 
meats is a dramatically growing trend which 
sells meat more honestly than ever before 
would be much more in keeping with the 
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times. Over a page is devoted to violation 
examples selected from the reports of the 
Federal Trade Commission. These can 
hardly be considered as anything but mal- 
practice curiosities. Yet, in the previous 
chapter on consumer motivation, less space 
is devoted to the important subject of im- 
pulse buying. As a further illustration of 
negativism which would be open to serious 
question, the following is found on page 
67: “In passing, it should be pointed out 
that it is probably becoming increasingly 
difficult to be an intelligent buyer.” Cer- 
tainly the student of marketing should be 
exposed to the criticisms leveled at the field. 
One wonders, however, when the student is 
best qualified to better understand such 
criticism, at the beginning or at the end of a 
course in marketing. 

Over all, of course, these competent au- 
thors continue to improve their book. Most 
certainly, it deserves to continue to serve as 
one of the basic and widely used texts in 
the field. This book is educationally sound 
and comprehensive. It is highly teachable. 
In addition, the student will receive a fine 


sense of the dynamics of marketing, a fea- 
ture often lost in dissecting the subject for 
the first course. Surely, those interested in 
an institutional and functional approach to 
the introductory course in marketing would 
do well to consider this volume. 


FERDINAND F. MAUSER 
Wayne State University 


A BASIC BIBLIOGRAPHY ON MAR- 
KETING RESEARCH, compiled by 
Hugh G. Wales and Robert Ferber. 
(Chicago: American Marketing Asso- 
ciation, 1956. Pp. 164. $3.00 to mem- 
bers, $5.00 to nonmembers.) 


Wales and Ferber, in preparing a new 
and more comprehensive bibliography on 
marketing research, and the American Mar- 
keting Association, in publishing this vol- 
ume, have performed a service to students, 
teachers, and practitioners in the field. It 
replaced the first American Marketing Asso- 
ciation basic bibliograpliy published in 
1954 under the title, “Current Sources of 


Information for Market Research.” The 
new volume is much more comprehensive 
than its predecessor and brings together 
much of the principal literature in the field 
rather than merely listing standard and bet- 
ter-known sources of information. 

In addition to covering books and mono- 
graphs in the field, periodical articles from 
1939 through 1955 are listed in the bib 
liography. Some 33 business and social sci- 
ence publications, many of which are not 
usually read by marketing people, were 
covered. 

Since all of the materials listed in the 
bibliography are annotated, the reader can 
determine whether an item is applicable to 
his particular interest or problem and 
worthy of further investigation. The value 
of the list of references is further enhanced 
by designating the works which the authors 
believe to be worthy of special attention. An 
index of authors is provided at the end of 
the book, and a list of more comprehensive 
bibliographies applicable to specific sub- 
jects in the field is included. 

The authors point out that the bibliog- 
raphy does not include all published mate- 
rial in the field but contains what the au- 
thors believe to be the most pertinent works 
in the area. In the reviewer's estimation, by 
being selective, the value of the bibliogra- 
phy is enhanced. The main criteria for in- 
clusion of material were twofold: “that the 
techniques or method of approach should 
possess a fair degree of reliability, and that 
the subject matter or content be broad 
enough to interest a fairly wide segment of 
research people.” 

The bibliography is organized into 6 
major divisions with these areas further sub- 
divided into 28 sections and numerous ad- 
ditional subheadings. The first major divi- 
sion covers background materials including: 
the nature of marketing research, how it 
originated, the role of scientific method in 
the field, basic reference works, and princi- 
pal sources of information. 

The second part of the bibliography is a 
long section covering marketing research 
techniques. A major portion deals with sur- 
vey techniques such as: data collection 
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methods, questionnaire construction, inter- 
viewing, sampling, editing, and tabulating. 
Also included are sections on some of the 
newer methods of securing data such as pro- 
jective methods, multivariate analysis, and 
operations research. In the reviewer's opin- 
ion, it is unfortunate that the authors 
omitted reference to the observational or ex- 
perimental techniques in this section. This 
bibliography, in company with most of the 
basic texts in the field, gives the reader the 
impression that the survey method is prac- 
tically the sole means of securing primary 
data. | 

Following is another important section 
dealing with the major types of research and 
the important problems connected with 
their use. The major areas covered are 
grouped under the following headings: con- 
sumer and market areas, sales forecasting, 
media and advertising, industrial market- 
ing, retailing and wholesaling, and cost and 
price determination. 

The final three divisions of the bibliog- 
raphy are relatively short covering the re- 
search report, research administration, and 
a miscellaneous heading including such 
topics as teaching marketing research, the 
reliability of government statistics, surveys 
and the courts, and opportunities in the 
field. 

While the authors point out that the bib- 
liography is not all inclusive, on the whole 
the reviewer is impressed by its breadth of 
coverage. Wales and Ferber are to be com- 
mended for preparing a valuable annotated 
bibliography on marketing research which 
should be on the desk of every student, 
teacher, and practitioner in the field. 


LOUIS C. WAGNER 
University of Washington 


MODERN ADVERTISING, by Harry 
Walker Hepner. (New York: McGraw- 
Hill Book Company, Inc., 1956. Pp. 
749. $6.75,) 

Any writer who attempts to cover in one 
book even the basic principles of advertis- 
ing inevitably faces the thorny problem of 
what to emphasize, what to skim lightly, 


and what to omit. In general, Mr. Hepner 
has placed his emphasis on the techniques 
of advertising, has skimmed some of the 
background material often included in in- 
troductory advertising courses (for example, 
the economics of advertising), and has 
omitted others (for example, the history of 
advertising). 

Although this book is based on the au- 
thor’s earlier volume, Effective Advertising, 
it incorporates several significant changes. 
The preface points to the increased empha- 
sis on the advertiser’s marketing situation; 
the objectives of advertising; cooperative, 
industrial, and retail advertising; and to 
the inclusion of a chapter devoted specifi- 
cally to motivation research. Two of the 
three chapters directed specifically to copy 
testing have been dropped as well as some 
of the material. 

The book is divided into nine parts: In- 
troduction, Markets Available to the Adver- 
tiser, The Product to Be Advertised, The 
Advertisement, The Media, The Appeal, 
Advertising for Special Markets and Pur- 
poses, Budgets and Expenditures, and Ad- 
vertising as a Career. The longest section is 
the one on The Advertisement (217 pages) 
and the second longest, the one on The 
Media (160 pages). 

The author is to be commended for step- 
ping up his coverage of the relationship of 
marketing to advertising. This reviewer has 
found that students who have an under- 
standing of marketing problems can analyze 
advertising problems more readily than 
those who lack it. In general, Mr. Hepner 
puts his emphasis on the identification of 
markets and the characteristics of the more 
important ones rather than the coordina- 
tion of advertising with other parts of the 
marketing program. His seven-page discus- 
sion of advertising objectives is all to the 
good, but he does not point out the extent 
to which these differ from general market- 
ing objectives, selling objectives, etc. 

The first chapter, “Why Study Advertis- 
ing? Its Economic and Social Values,” 
smacks a bit too much of selling advertising, 
a bit too little of critical analysis. The au- 
thor has succeeded fairly well in translating 
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advertising’s economic benefits into easy-to- 
understand terms, but, in doing so, he over- 
simplifies some complex problems and 
makes only passing mention of some of ad- 
vertising’s economic and social problem 
areas. There are, of course, many students 
coming into introductory courses with real 
skepticism toward advertising, and it is im- 
portant to point out advertising’s positive 
side. They are, however, somewhat more 
likely to look with favor on advertising if it 
is made clear that the approach is sophisti- 
cated and analytical rather than promo- 
tional. It does not detract from the contri- 
butions of advertising to admit that it has 
certain problem areas and to analyze them. 
References in this chapter are heavily 
weighted toward trade-paper articles, and 
no reference is made to such scholarly stud- 
ies of advertising’s economic effects as Bor- 
den’s. He does, however, include an inter- 
esting section based primarily on historian 
David Potter’s People of Plenty. 

Advertising people who work for retail 
stores, mail-order houses, radio or television 
stations, and for newspapers and magazines 
may well resent the author's failure to men- 
tion their work in his second chapter, “The 
Workers in Advertising and What They 
Do.” The retail field is, however, described 
briefly in a later chapter on retail advertis- 
ing. 

In describing the markets available to the 
advertiser, the author puts primary em- 
phasis on geographical areas and women as 
purchasing agents. The chapter on women 
is a fairly extensive one, where he wisely 
disposes of the old generalization that 
“women do 85, per cent of buying” and sub- 
stitutes for it a more objective discussion of 
women versus men. In his three chapters on 
product analysis, the author covers well the 
problems of finding the product’s talking 
points and offers a helpful checklist for this 
purpose. 

In general, he does a good job with the 
formidable problem of covering advertising 
media. He devotes more space than most to 
such media as displays, sampling, and trade 
shows. Television and radio are combined 
in one 26-page chapter. Under the subhead- 


ing, “Measuring Audience Reactions,” he 
describes briefly four methods: audience 
mail, surveys of consumer reactions, pro- 
gram analyzer, and automatic recorders. In 
another section of this same chapter, he de- 
scribes the Schwerin system of pretesting 
commercials; but he omits mention of the 
telephone coincidental, listener diary, and 
roster recall, all of which play a significant 
role in today’s measurement of radio and 
television audiences. His statement in an- 
other chapter in the media section that “6o 
per cent of the average newspaper consists 
of text, 40 per cent is advertising” is ques- 
tionable—it does not jibe with current sta- 
tistics furnished by such organizations as the 
Inland Daily Press Association which show 
the reverse to be more nearly true. 

The twelve chapters on The Advertise- 
ment cover concisely and interestingly some 
of the basics of the creative side of advertis- 
ing and provide a wealth of helpful sugges- 
tions in layout, writing copy and headlines, 
and reproducing the advertisements. Com- 
monly used proofreaders’ marks are pro- 
vided in this section along with an example 
of their use, 

Like its predecessor, this book is heavy on 
tables and illustrative material. This ma- 
terial is, for the most part, well presented 
and helpful in implanting in the reader's 
mind the principles Mr. Hepner wants to 
emphasize. There is also a great deal of ma- 
terial quoted from other sources. However, 
the quotes tend to be too long and could in 
many cases be cut considerably and sum- 
marized by the author. 

The chapter on retail advertising is a 
worthy addition to the book. In fact, with 
retail advertising accounting for more than 
4) per cent of total advertising expendi- 
tures, it deserves more emphasis than it re- 
ceives here (1g pages). Although many of 
the principles emphasized in other sections 
apply to retail as well as general advertising, 
the examples in other sections are taken al- 
most entirely from the general field. 

The material on motivation research puts 
this new but healthy addition to the re- 
search field in its proper perspective, taking 
care to emphasfve the limitations as well as 
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the potentialities of this controversial sub- 
ject. 

Each chapter begins with three or four 
points the author believes the “modern ad- 
vertiser” should keep in mind concerning 
that chapter's subject. These are apparently 
provided in lieu of a summary at the end 
of the chapter. 

The book includes two indexes, one for 
names and one for subjects covered. 

This volume is well organized and is 
worth consideration by prolessors who han- 
die the basic course in advertising. Also, 
many advertising practitioners will find it a 
handy reference and will be interested in 
the variety of examples provided by the 
author. 

S. WATSON DUNN 
The University of Wisconsin 


INDUSTRIAL ADVERTISING FOR 
PROFIT AND PRESTIGE,. by War- 
ren R. Dix. (Pleasantville, New York: 
Printers’ Ink Books, 1956. Pp. 291. 
$6.00.) 


This unusual book is apparently intended 


as a ready reference for business manage- 
ment as well as for those in the advertising 
department. After stressing the rapid expan- 
sion of industrial marketing and the devel- 
opment of industrial advertising techniques 
and noting a need for greater understand- 
ing of these areas by management, Mr. Ed- 
win L. Andrew, Chairman, Fuller & Smith 
& Ross, Inc., states in the foreword: “. . . a 
handbook which, while it was helping the 
practitioner with his how's, would by its 
very method also help managements with 
the why's, would be a distinct contribution 
to advertising literature. | think this book 
is such a contribution.” 

‘The author in his introduction says: “. . . 
I have tried throughout this book to get at 
underlying causes, rather than visible ef- 
fects.” He also admits to “some inconsisten- 
cies.” To the reviewer, this is a modest way 
of introducing his major thesis—generaliza- 
tions do not apply to all industrial adver- 
tising; each case is an individual situation 
to be analyzed and appropriately handled. 
If the material in this book seems familiar 


to many readers, it is because most of it is 
based on articles which have appeared in 
Printers’ Ink. 

The book covers a remarkably large range 
of topics within its 210 pages devoted to text 
and illustrative material. Its 26 chapters, 
ranging from 3 to 10 pages each, are divided 
into 5 parts: Advertising and the Overall 
Picture; Planning the Basic Strategy; Writ- 
ing Copy and Making Layouts; Media, Re- 
search, and Money; and ‘The Human Prob- 
lem. 

Within each chapter, subheads and effec- 
tive use of white space make for easy read- 
ing. Each subsection has an unobtrusive 
summary, usually in one short sentence. 
Some readers may be jolted by two or three 
examples of careless editing. The use of 
many listings and presentations in outline 
form facilitates the apparent goal of brevity. 
The absence of an index may conflict with 
the objective of a ready-reference volume, 
and some marketing readers may note the 
complete absence of footnotes and a bibliog- 
raphy. 

Much of the text deals with applications 
to industrial advertising of general advertis- 
ing principles. Mr. Dix takes exception to 
the idea that emotional appeals have no 
place in industrial advertising and suggests 
using the familiar rationalization plan— 
emouonal appeal supported by reasons—to 
justily the reader's reactions. In other cases 
where the author appears to differ with ac- 
cepted principles or generalizations, he is 
usually demonstrating his thesis that the in- 
dividual situation is more important than 
broad principles. His explanations are con- 
vincing. 

Many pet beliefs and common practices 
are challenged effectiveiy, often with the aid 
of humorous cartoons. The author is em- 
phatic in his criticism of vague statements 
and broad claims. He recommends that ac- 
tual case histories be used for many situa- 
tions. His long experience in the advertis- 
ing agency field is reflected in his selection 
and discussion of the most common barriers 
to effective advertising. One such problem 
which receives considerable attention is that 
encountered in securing factual data and 
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the danger that engineers, legal staff, or top 
management will attempt to rewrite the ad- 
vertising. 

Mr. Dix blames those in advertising for 
the fact that top management is not thor- 
oughly sold on the importance of industrial 
advertising. He concedes that its importance 
varies by product and company objectives 
and that it is relatively less important than 
consumer-goods advertising, but he laments 
the absence of efforts to measure results. 
Factual! data indicating the effectiveness of 
advertising should be used to sell top man- 
agement. Considerable attention is given to 
the proper use of Starch ratings. 

Another aspect of the importance of facts 
is their relationship to creativity. Mr. Dix 
sees no conflict between factual and creative 
advertising. Rather, effective creativity is 
based on facts. Too many advertising peo- 
ple try to create or reason without the neces- 
sary factual tools. 

After blasting many pet ideas held by in- 
dustrial advertisers, it is refreshing to find 
this on page 230: “It is our pet belief that 
one of the worst ways to prepare for a career 
in industrial advertising is to study the sub- 
ject in college.” It is fortunate that the book 
was not written as a college text because 
many potential users might take exception 
to this pet belief even though the author 
gives his reasons. What Mr. Dix probably 
means is that a few college courses in adver- 
tising do not make an industrial advertiser. 
He believes that technical knowledge and 
an understanding of people are of great im- 
portance and that the best industrial adver- 
tising is written by nonspecialists with 
broad experience in both consumer and in- 
dustrial advertising. If a book on the subject 
is justifiable, it is hard to see why a course 
in industrial advertising is objectionable. 

Industrial Advertising for Profit and Pres- 
tige should achieve its objectives. It is well 
organized, well written, and illustrated. It 
contains a wealth of information and valu- 
able suggestions. Every word and illustra- 
tion serves its purpose effectively. It is a 
masterpiece of brevity. 


PEARCE C. KELLEY 
University of Oklahoma 


CONSUMER EXPECTATIONS, 1958- 
1956, by George Katona and Eva Muel- 
ler. (Ann Arbor: University of Michi- 
gan, 1956. Pp. 143. $3.50.) 

This monograph presents the results of 
five surveys on consumer attitudes and ex- 
pectations conducted by the University of 
Michigan Survey Research Center in 1953, 
1954, and 1955. 

Due to the timing of the surveys, the pe- 
riod of economic recovery and prosperity in 
1954-55 is treated in greater detail than the 
recession in 1953. The only survey in 1953 
was conducted in the fall of that year when 
the decline already was apparent. The con- 
summer attitudes which were investigated 
included: recent changes in financial sit- 
uation, recent income changes, expected 
changes in financial situation, attitudes to- 
ward business conditions, evaluations of 
buying conditions, and attitudes toward 
price trends. 

In addition to the analysis of these two 
periods, the monograph includes chapters 
on automobile demand, housing, an experi- 
mental over-all index, and the consumer 
sector and the business cycle. 

The results concerning buying intentions 
for automobiles are especially significant in 
relation to the accuracy of forecasting 
changes in sales for a specific product class. 
This section also points up some of the diff- 
culties involved in using consumer surveys 
to forecast sales. Although further work on 
the problem is needed and is being done, a 
good start has been made. Of course, many 
products may present even more serious 
problems than automobiles. 

‘T he approach to what might be called the 
psychological component of demand for 
housing appears to have substantial poten- 
tial. Eventually it should develop informa- 
tion which will be a valuable supplement 
to data on family formation, undoubling, 
income status, mortgage interest rates, and 
down-payment requirements. In fact, even 
at present, these results are important 
enough to take into consideration—at least 
in a general way—in attempting to forecast 
the housing situation. 

An over-all index of changes in consumer 
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attitudes was constructed, based on the re- 
sponses to eight questions covering: per- 
sonal financial attitudes, attitudes toward 
business conditions, attitudes toward mar- 
ket conditions, and buying intentions. ‘The 
index is characterized by simplicity and ar- 
bitrary assumptions (equal weights and 
equal scale separations, for example). How- 
ever, it is clearly labeled as experimental 
and subject to change as the result of fur- 
ther analysis. ‘The main point is that an at- 
tempt has been made to develop a single in- 
dex to be used in conjunction with data on 
specific attitudes. A more complicated in- 
dex may result. On the other hand, experi- 
ence sometimes has shown that a relatively 
simple, arbitrary index will yield the same 
practical conclusions as an index based on 
more complicated procedures. 

The chapter on the consumer sector and 
the business cycle suggests the value of this 
approach in contributing to an understand- 
ing of cyclical fluctuations. At the same 
time, it illustrates the fact that there is still 
a long way to go before this approach can 
provide adequate answers, 

One appendix presents breakdowns of the 
results by income, occupation, and age 
groups. A second appendix gives an expla- 
nation of the sample and interviewing 
methods. This appendix includes a table 
showing the approximate sampling errors of 
reported percentages. The third appendix 
is a bibliography, which may be useful to 
anyone who wants to read further on this 
subject. 

In general, this monograph has two out- 
standing characteristics: a high level of in- 
tegrity and a method of presentation which 
represents a serious and quite successful at- 
tempt to make the material understandable 
for nontechnical readers. With reference to 
the high level of integrity, the authors are 
not only very honest in pointing out weak- 
nesses and qualifications but they even dis- 
cuss weaknesses which the average reader 
probably would miss. To mention just one 
of several examples, they present a very 
frank discussion of the failure to predict the 
high level of automobile purchases for the 
first three quarters of 1955 (pp. 59-61). 


Evidently realizing that the full value of 
these studies cannot be attained if the re- 
sults are understood only by technicians, the 
authors have made every possible effort to 
reach nontechnicians. The method used to 
do this is very commendable. They have 
not resorted to oversimplification, nor have 
they merely skipped technical considera- 
tions. Instead, they have faced each techni- 
cal problem squarely but have attempted to 
explain it in nontechnical terms. This is 
difficult, and there may be a few lapses that 
will result in many nontechnicians missing 
a point or two. However, any intelligent 
reader should be able to follow almost all of 
the material presented. 


ALFRED C. WELCH 
University of New Mexico 


READINGS IN MARKETING (2nd edi- 
tion), by Malcolm P. McNair and 
Harry L. Hansen. (New York: McGraw- 
Hill Book Company, Inc., 1956. Pp. 
559: $4-75, paper-bound.) 

The second edition of this book, like the 
first edition, is designed to accompany and 
supplement other marketing teaching ma- 
terials. Available in both cloth- and paper- 
bound editions, this revision is 210 pages 
shorter than the first. 

The authors state in the preface that the 
beginning student in marketing has a need 
for background material which will not 
only provide some factual information but 
will also furnish a setting and perspective 
for the study of cases and a stimulus to 
thought and imagination. 

The readings are grouped into seven sec- 
tions: I. The Marketing Job, The Market, 
and Some Definitions; Il. Customers and 
Their Motivations; III. Merchandising or 
Product Planning and Management; IV. 
Marketing Structure and Choice of Distri- 
bution Channels; V. Elements of the Sales 
Program; VI. Pricing; VII. General Man- 
agement Control. 

Thirty-four selections are reproduced, of 
which only six were included in the first 
edition. The selections are of very high 
quality although, like the first edition, 
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somewhat weighted by Harvard and govern- 
ment sources. Of the 34 selections, 16 are 
from Harvard sources (including reprints 
from Harvard Business Review and ma- 
terial written by the faculty) and 5 from 
government sources. 

While the authors state that they have 
not sought, primarily, material which is up 
to date, nevertheless 27 of the selections 
were chosen from material published be- 
tween 1950-1955, 7 were selected from the 
period 1941-1948, and no material was in- 
cluded which was published prior to 1941. 

The authors have introduced each selec- 
tion with concise and thought-provoking ex- 
planatory statements which not only tie the 
material together but also provide the set- 
ting which is needed for reading the selec- 
tions. 

In any book of readings, it is difficult to 
decide what to include and what to omit 
from the contributions which have been 
made by marketing writers. Some might be- 
lieve that the current revision does not in- 
clude enough selections which contribute to 
a theory of marketing. Others might indi- 
cate that in certain sections, such as those 
on pricing and control, more selections 
should have been made which emphasize 
economic theory. 

Yet, when one correlates the selections 
with the business-function approach to mar- 
keting administration, your reviewer be- 
lieves that the selections are as illuminating 
as could be included to show the dynamic 
character of marketing. 

The revised readings should prove to be a 
very welcome companion for use with case 
books and standard texts in marketing. It 
provides stimulating supplementary mate- 
rial that is essential for a marketing course. 


CHARLES J. DIRKSEN 
University of Santa Clara 


SELECTED CASE PROBLEMS IN RE- 
TAILING, by David E. Faville. (En- 
glewood Cliffs, New Jersey: Prentice- 
Hall, Inc., 1956. Pp. 244. $3.75.) 

Teachers of retailing who lamented the 
lack of up-to-date, case-problem literature 


in the early post-World War II era were 
gratified with the publication of C. H. 
McGregor's Retail Management Problems 
(Homewood, Iliinois: Richard D. Irwin, 
Inc., 1953). Faville’s new case book is a 
second major contribution in this field and, 
in the judgment of this reviewer, it will be 
accorded an enthusiastic reception. 

It is a well-rounded compilation of 97 
case problems, typically two to four pages 
in length. These are classified into ten 
major subdivisions as follows: Store Or- 
ganization (5 cases); Store Location and 
Leasing (5); Merchandising Policy and Se- 
lection (10); Buying and Pricing (15); Mer- 
chandise Control (10); Sales Promotion 
(9); Advertising, Display, and Department 
Location (9); Customer Services (10); Per- 
sonnel Management and Store Operation 
(13); and Accounting, Credit, and Finance 
(11). 

As stated in the preface, all of the cases 
were collected during 1954-55. Conse- 
quently, the entire book has a very fresh 
quality. This is reflected in the considerable 
number of cases that deal with contempo- 
rary problems such as shopping centers, 
branch-store location, night openings, and 
trading stamps. A large proportion of the 
cases deal with basic questions of merchan- 
dising and store operation policy and can 
be handled by students through the use of 
fundamental principles which have been 
observed by progressive merchants over a 
period of several generations. Such cases 
are, however, cast in a contemporary atmos 
phere which will be attractive to the user of 
the book. 

Perhaps the most serious shortcoming of 
this text is the distribution of cases by kinds 
of stores. According to this reviewer's quick 
tabulation, 63 of the 97 cases involve de- 
partment stores. Thus, only about one third 
of the book is devoted to stores outside the 
department-store category. Even here, nine 
of the cases involve departmentalized ap- 
parel stores which are very similar to de- 
partment stores. The remainder of the cases 
are distributed as follows: drug stores, 2; 
men’s clothing stores, 6; shoe store, 1; food 
stores or supermarkets, 3; variety store, 1; 
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general merchandise store, 1; gasoline serv- 
ice station, 1; furniture stores, 2; women’s 
apparel shops, 2; hardware stores, 4; auto- 
mobile sales agency, 1; and confectioners, 
2. While this selection does not represent 
adequately all segments of our retailing 
structure, it is rather characteristic of a 
number of major textbooks in retailing and 
may be justified to some extent by the cir- 
cumstance that most university retailing 
majors find their merchandising careers in 
the department-store field. 

The book consists entirely of cases. There 
is no introductory explanatory material at 
the beginning or in connection with the 
major divisions of the book. This may be 
considered a weakness by some. In this re- 
viewer's judgment, which may be biased, 
the author made a wise decision. In most 
case books which have introductory general 
material, the statements are so highly con- 
densed that they are of little value to the 
novice; likewise, they are so generalized 
that they add little to the knowledge of the 
reader who has made some previous study 
of the related subject matter in the general 
literature. 

It seems likely that this book will have 
three major uses. First, because of the brev- 
ity of a large number of the cases, it will be 
very suitable as a supplemental assignment 
for basic retailing courses in which primary 
reliance is placed on a general textbook. 
With this end in view, the author has pro- 
vided a detailed index of the cases, keyed 
to related chapters in six general texts on 
retailing. Second, the book will probably 
be used by some teachers as the major source 
of assignment material for advanced retail- 
ing courses conducted on the case-problem 
basis. Finally, it is quite likely that the book 
will be very useful in connection with the 
training programs of large retailing or- 
ganizations. Interest in the case approach 
for department store executive training is 
currently at a high level as a result of wide- 
spread participation in the summer work- 
shop sessions conducted under the auspices 
of the National Retail Dry Goods Associa- 
tion at the Harvard Graduate School of 
Business Administration. A very substantial 


part of this book appears suitable for this 
application. 

In conclusion, the author is to be com- 
mended for the work which was devoted to 
the compilation of this group of cases. The 
reviewer believes that he will be rewarded 
by a warm response in the form of wide- 
spread use of his case material. 


WILLIAM R. DAVIDSON 
The Ohio State University 


PRINCIPLES OF RETAILING (grd edi- 
tion), by Clare W. Barker, Ira D. An- 
derson, and J. Donald Butterworth. 
(New York: McGraw-Hill Book Com- 
pany, Inc., 1956. Pp. 633. $6.50.) 

A number of teachers and students of 
retailing will be pleased to see that this edi- 
tion brings up to date a textbook first pub- 
lished in 1935. The second edition, which 
also was widely used as a text, appeared in 
1941. The authors have succeeded in carry- 
ing out their basic purposes of restating the 
pertinent principles of successful retailing 
and illustrating the application of these 
principles under present-day conditions. 

The present edition contains the same 
number of chapters (21) as the former edi- 
tion. There has been some shuffling around 
of the order of the topics. For example, the 
chapter on Consumer Demand has been 
moved from Chapter VII to Chapter IL. The 
bulk of the topics is presented in the tradi- 
tional order. 

Many sections and paragraphs of each 
chapter have been revised and rewritten. At 
the end of each chapter is found a list of re- 
view questions which are current and use- 
ful. A list of readings is found at the end 
of most of the chapters. These readings ap- 
pear to be well selected and include the 
more current materials. In addition to the 
review questions and readings, there is also 
found at the end of each chapter the name 
of one or more suggested cases. These cases 
have been developed by the Graduate 
School of Business Administration at Har- 
vard University. The cases have not been 
pubiished as yet in book form so the teacher 
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needs to obtain the case material from the 
above source. 

One outstanding feature of the book is 
the liberal use of illustrative materials. 
Many charts, graphs, photographs, forms, 
and other pictorial materials are found 
throughout the book. These have been care- 
fully selected, and they enhance the read- 
ability and clarity of the subject matter. A 
number of topics such as receiving, check- 
ing, marking, and inventory problems are 
more fully explained through the use of the 
current illustrations. 

Some teachers and students, like the re- 
viewer, may wish that the authors had writ- 
ten an entirely new book rather than re- 
working the former edition which adds 
another volume to the present list of tradi- 
tional texts on retailing. Those teachers 
looking for a new treatment of the subject 
matter will not find it in this volume. Those 
teachers and businessmen looking for a 
standard text on retailing will find that this 
book presents a balanced approach to func- 
tional retail activities. 


HARRY A. LIPSON 
University of Alabama 


THE FEDERAL CREDIT UNION, by 
John T. Croteau. (New York: Harper 
and Brothers, 1956. Pp. 210. $4.00.) 


Croteau characterizes credit unions as 
“do-it-yourself” applied to personal finance 
since they are owned and managed by their 
members, acting in the dual capacities of 
savers and borrowers, and rely “in large part 
on unpaid voluntary effort or on part-time 
work modestly rewarded. Traditionally, this 
type of voluntary activity has been of a 
local, personal nature,” but in 1934 the 
New Deal “sought to combine the solidity 
of a federal statute and the general super- 
vision and examination of a federal bureau 
with the personal altruism and benevolence 
of the community group.” After twenty 
years of operation, a considerable body of 
information had been accumulated, but no 
comprehensive analysis of the data had been 
made. Croteau thought that this situation 
provided an appropriate occasion for filling 


the gap in the literature about credit 
unions. He is qualified for the task by asso- 
ciation with credit unions in Canada before 
coming to the United States. Here, he served 
as National Director of the Credit Union 
National Association from 1940 to 1946. At 
present, he is Professor of Economics at the 
University of Notre Dame. 

Chapter VI, “Saving and Borrowing in 
Federal Credit Unions and the Problem of 
Consumer Behavior,” probably is of greatest 
interest to readers of THE JOURNAL OF MAR- 
KETING. Croteau skillfully summarizes re- 
cent literature regarding consumers’ motiva- 
tion to save and borrow and then picks out 
the scraps of empirical evidence in the sta- 
tistics on federal credit unions that are 
suitable to test the current theories. He 
finds some confirmation for the notion that 
savings in credit unions are accumulated 
for future consumption, either to purchase 
assets or to provide for “rainy day” emer- 
gencies. After analyzing the distribution of 
shareholdings in relation to loans, he con- 
cludes that “there has been relatively little 
‘net’ saving in the credit union movement— 
that is, savings not utilized in member 
loans; in fact, the savings of the top 2 per 
cent of savers in federal credit unions just 
about provide all of the net savings in the 
system.” A tabulation of members’ reasons 
for borrowing in 1948 showed that emer- 
gency loans ranked first in number but that 
loans for the purchase of durable goods 
ranked first in amount because loans to fi- 
nance automobiles were substantially larger 
than loans for most other purposes. 

Croteau limits his analysis strictly to fed- 
eral credit unions. He describes their 
growth, size, location, and types of groups 
among which they are organized. He ana- 
lyzes their assets and liabilities, operations, 
earnings and dividends, and liquidations. 
The policies and practices of the Bureau of 
Federal ‘Credit Unions are described by 
tracing their historical development. Cro- 
teau then suggests needed improvements 
such as: more adequate bonding of officers; 
paid loan officials in larger credit unions; 
and the creation of regional credit unions. 
He presents an understanding discussion of 
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the arguments for and against insurance of 
members’ deposits. He makes no attempt 
to show the significance of federal credit 
unions in comparison with other kinds of 
savings institutions nor to indicate the pro- 
portion of total consumer credit that they 
supply. He assumes that his readers know 
about the structure of the credit union 
movement and refers to “leagues” or “state 
leagues” without describing either their 
composition or functions. Within the strict 
limits that he set, his analysis is sympathetic, 
yet thorough and sound. The book is writ- 
ten clearly with excellent summaries at the 
end of each chapter and a final summariz- 
ing chapter. The indexing appears to be 
adequate. The comprehensive bibliography 
reflects an intimate acquaintance with the 
entire field of credit unions. 


VANT W. KEBKER 
Ohio Wesleyan University 


TECNICA E PRATICA DELLE RI- 
CERCHE DI MERCATO (2nd edi- 
tion), by Guglielmo Tagliacarne. (Mi- 
lan: A. Giuffré, 1955. Pp. 601. Lire 
3500.) 

Professor Tagliacarne is not only the pres- 
ident of the Italian Association for Market- 
ing Research. He is also a member of the 
Executive Committee of the Italian Asso- 
ciation for Public Relations. From the dis- 
tance that separates the United States from 
Italy, it would appear that in every activity 
relating to the theory and practice of ad- 
vertising, publicity, and public relations, 
Professor Tagliacarne is there shouldering 
part of the burden. 

This work is the second edition. The first 


appeared in 1951. From the point of view 


of the user, it is for all purposes a new book. 
It is more than a textbook. The 100 or so 
case histories and the numerous tables con- 
taining important economic indices for 
Italy make this work a guide, a manual of 
operations, and a serious work of reference 


not only for students but for practitioners 
of market research in Italy. 

For the non-Italian student of market re- 
search, it has particular value in that it 
reports the current status of market research 
in Italy both in theory and in practice. As 
a missionary for this discipline, Professor 
Tagliacarne bemoans the lag in_ these 
studies as accepted parts of the curricula 
of Italian universities and the lag in their 
application by various sectors of the Italian 
economy. But he is optimistic about progress 
in both fronts, especially the latter. 

As one would expect, this book is es- 
pecially strong on the mathematical and 
statistical aspects of research. Professor Tag- 
liacarne in his introduction apologizes, by 
inference, for the fact that he has done little 
with the motivational side. This reviewer 
finds that he has little cause to apologize. 
The problems of consumer behavior, mo- 
tives, and incentives are seriously and ex- 
tensively treated, especially in connection 
with the construction of questionnaires. 
The fact that, in the end, a sale is made in 
the mind of a consumer appears as a kind 
of “leit-motiv” throughout the book. 

It is heartening, too, to learn that the 
Italians are moving ahead from the posi- 
tion (largely) of imitators in a field that in 
so many respects is predominantly Ameri- 
can. Professor Tagliacarne sets forth in 
Chapter 22, for example, two very serious 
efforts to improve the formula of W. J. 
Reilly for determining the trading area of 
retail centers. The fact that the results pro- 
duced do not add significantly to the value 
of Reilly’s formula is beside the point. 

This volume is commended to American 
publicists in the field for its lucid, flowing 
style and its format. It is recommended to 
those who have advertising research inter- 
ests in Italy for its economic indices and 
listings or pertinent resources. 


A. A. MICOCCI 
McCann-Erickson, Inc. 
New York 
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BRIEFLY NOTED 


OPERATING RESULTS OF DEPARTMENT 
AND SPECIALTY STORES IN 1955, by 
Malcolm P. McNair and David Carson. (Bos- 
ton: Harvard University, 1956. Pp. 70. $5.00.) 


OPERATING RESULTS OF LIMITED 
PRICE VARIETY CHAINS IN 1955, by 
David Carson. (Boston: Harvard University, 
1956. Pp. 38. $2.00.) 


SELF-SERVICE IN VARIETY STORES, by 
Lawrence R. Robinson and Eleanor G. May. 
(Boston: Harvard University, 1956. Pp. 52. 
$3.00.) 


OPERATING RESULTS OF FOOD CHAINS 
IN 1955, by Wilbur B. England. (Boston: Har- 
vard University, 1956. Pp. go. $2.00.) 


The Harvard data for department and 
specialty stores have been arranged for the first 
time in accordance with the new expense classifi- 
cation found in the Standard Expense Center 
Accounting Manual published by the Con- 
trollers Congress of the National Retail Dry 
Goods Association. Since some stores had not 
shifted to the new system, one consequence of 
the changeover is a drop in the number of re- 
porting department stores from 368 to 342 and 
in specialty stores from g3 to 87. Some compari- 
sons which were given in earlier studies have also 
been omitted, including sales by merchandise 
lines, sales transactions according to terms of 
sale, employee and store hours, and comparisons 
of spring and fall seasons. No productivity data 
are given for specialty stores. 

The variety chain report is the twenty-fifth in 
this series. It follows the outline of previous re- 
ports and covers the operations of 44 chains 
which do about 85, per cent of the variety-store 
business. 

The use of the self-service check-out system by 
variety stores has been increasing during the past 
five years. By the beginning of 1956, 14 per 
cent of the stores operated by the ten largest 
variety chains were on a check-out basis. Profits 
of variety chains, as a percentage of sales, have 
declined since the war, although gross margins 
have changed little. Payroll expense particularly 
has been increased. 

The Harvard study of self-service in variety 
stores is an attempt to analyze the comparative 
performance of self-service stores versus con- 
ventional stores. One hundred seventy-five self- 
service stores and a comparable group of con- 
ventional stores were analyzed. The tentative 


findings are that self-service stores appear to have 
improved dollar volume, higher gross margins, 
better earnings, and lower operating expense. 
Sales performance is better in some lines than in 
others. There is no apparent disadvantage in 
stock shrinkage. By and large, retailers are find- 
ing ways to meet the operating problems result- 
ing from the shift to self-service operations. 
The report for food chains is the first of a new 
annual series which the Harvard Business School 
expects to issue as the result of an arrangement 
with the National Association of Food Chains. 
This bulletin presents data covering margins, 
expenses, and profits of 49 food chains for 1955. 


BIG BUSINESS AND THE POLICY OF COM- 
PETITION, by Corwin D. Edwards. (Cleve- 
land: The Press of Western Reserve Univer- 
sity, 1956. Pp. 180. $3.50.) 

This book contains four lectures given by 
Professor Edwards and sponsored jointly by 
Western Reserve University and Case Institute 
of Technology under a grant from the Merrill 
Foundation. The central theme of the lectures is 
whether or not big business organization is con- 
sistent with a policy of competition. Although he 
believes that some large businesses have followed 
acceptable competitive policies, there is a 
natural tendency for them to accumulate power 
and, at times, to abuse it. Since any one type of 
public action is not likely to get the desired re- 
sults, the author advocates a procedure which 
involves taking action against undesirable busi- 
ness practices and situations case by case under 
the antitrust laws. 

Two types of corrective actions are outlined: 
“Where the abuse is not inherent in the fact that 
excessive power has been concentrated, punitive 
and injunctive proceedings should be used to 
eliminate the abuse. Where the power is so great 
that it is inherently inconsistent with competi- 
tion, and where the available correctives of 
corporate behavior have been tried and have 
failed, the drastic remedies of divestiture, 
divorcement, and dissolution should be used” 
(p- 130). 

Edwards also believes that the law against 
interlocking directorates should be greatly 
tightened and that the use of joint subsidies 
should be confined to instances where facilities 
and knowledge of the parent companies are in- 
adequate unless pooled. 

A useful feature of the book is an appendix 
which lists violations of antimonopoly laws by 
fifty of the largest industrial companies together 
with the actions taken. 
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BUSINESS PRACTICES, TRADE POSITION, 
AND COMPETITION, by Oswald Knauth. 
(New York: Columbia University Press, 1956. 
Pp. 181. $4.00.) 


Mr. Knauth proposes a theory of business 
practice based on the urge to secure protection 
against the constant fluctuations and vagaries of 
the market. He thinks of this protection in the 
form of a strong trade position which rests on 
one or more of several advantages: location, ex- 
clusive market position, custom, reputation, es- 
tablished organization, ownership of resources, 
few competitors, and bigness. A trade position 
based on these factors seldom leads to monopoly, 
but the success of a company depends on the 
proper and skillful use of whatever advantages 
are available to it. 

The achievement of a trade position in any 
field enables a firm to operate with a degree of 
stability under conditions of large-scale produc- 
tion that would not be possible in an “untamed” 
market place. A trade position enables a firm to 
stabilize demand. “Without any trade position 
only supply and demand control prices. The 
natural fluctuation of these forces is so great that 
continuous mass production is impossible in a 
practical sense” (p. 108). 

Continuous large-scale production is impossi- 
ble without effective marketing. In addition to 
supplying the demands of consumers, marketing 
attempts to create new wants. “The economy 
rests on a delicate balance of stability and inno- 
vation. For each unit of industry the mainte- 
nance of this balance governs the judgment of 
management. Failure to keep the balance leads 
to deterioration and the loss of trade position” 


(Pp. 173)- 


CONFERENCE ON SALES MANAGEMENT: 
CONTRIBUTED PAPERS, 1956, edited by 
Robert L. Clewett. (Ann Arbor: University of 
Michigan, 1956. Pp. 104. $2.00.) 


This publication presents the papers that were 
given at the 1956 Sales Management Conference 


held at the University of Michigan. The subjects 
covered include frustrations in selling activities; 
maintaining company interest in the sales em- 
ployee; induction, orientation, and motivation 
of salesmen; and the development of manage- 
ment personnel. 


INFORMATION FOR ADMINISTRATORS, 
by Paul Wasserman. (Ithaca: Cornell Univer- 
sity Press, 1956. Pp. 375. $6.00.) 


This book is a guide to all types of information 
sources needed in business and governmental 
management. In addition to published material, 
various agencies, associations, services, and other 
information sources are discussed. Although the 
author states that the book is not intended for 
skilled researchers, it would be the rare company 
which would not find this a useful book to have 
on the library shelves. 

Editor's Note: Two other fairly recent busi- 
ness source books are: SOURCES OF BUSINESS 
INFORMATION, by Edwin T. Coman. (New 
York: Prentice-Hall, 1949.) and BUSINESS IN- 
FORMATION: HOW TO FIND AND USE IT, 
by Marian C. Manley. (New York: Harper and 
Bros., 1955.) 


SMALL BUSINESS IN BRASS FABRICAT- 
ING: THE SMITH & GRIGGS MANUFAC. 
TURING CO. OF WATERBURY, by Theo- 
dore F. Marburg. (New York: New York 
University Press, 1956. Pp. 116. $5.00.) 


Most business histories have been written for 
large well-known firms. Professor Marburg has 
filled in a gap by making this high-caliber study 
of a small business. The subject company fabri- 
cated a miscellaneous line of small brass products 
from the end of the Civil War to 1936. Professor 
Marburg has analyzed the rise and decline of 
this firm during the 71 years of its existence. This 
book is number four in the Business History 
Series published by New York University Press 
under the editorship of Ralph W. Hidy. 


A.M.A. Notes 


HUGH G. WALES, Editor 


The Executive Committee of the Association met 
at the Statler Hotel in Detroit, Michigan, on Sep- 
tember 28 and 29, 1956. All members were present 
except Dr. Ira D. Anderson, immediate-past-presi- 
dent. 

The following changes have been made in the 
national constitution by vote of the membership: 


1. Beginning July 1, 1956, national dues were in- 
creased to $15.00 for regular and to $10.00 for 
associate membership. 

2. During the 1955-56 year, optional mandatory 
membership for chapters became operative. The 
following chapters selected the mandatory op- 
tion and all members in their chapter area are 
required to belong to the chapter: 


Boston 

British Columbia 
Buffalo 

Montreal 

New York 

Northern New Jersey 
Puget Sound 


New Publications 


Five new A.M.A. sponsored publications have made 
their appearance in the past year: 


The Marketing Revolution, Proceedings of the 
national conference at New York, December, 1955 


The Broadening Perspective in Marketing, Pro- 
ceedings of the national conference at Pittsburgh, 
June, 1956 


Pricing in Prosperity, Proceedings of St. Louis 
Pricing Conference at St. Louis, April 17. 1956 


A Basic Bibliography on Marketing Research by 
Hugh G. Wales and Robert Ferber 


Discount Selling, Retail Price-Cutting and Resale 


Price Controls—A Selective Annotated Bibliogra- 
phy by Stanley C. Hollander 


1956 December Conference 


The Teachers’ Conference, under the auspices of 
the A.M.A. Teaching of Marketing Committee, was 
held at the Manger Hotel, Cleveland, Ohio, Decem- 
ber 27-28, 1956. Its theme was “Adaptive Behavior 
Among Marketing Institutions.” The General Chair- 
man was Professor Wenzil K. Dolva of Western 
Reserve University. 


1957 June Conference 

The Association's 39th national conference will be 
held at the Statler Hotel, Detroit, Michigan, June 
19-21, 1957. The General Conference Chairman is 


Louis Randall, Jr. of the J. L. Hudson Company in 
Detroit. 


1956-57 Committee Chairman 
Following is a list of national A.M.A. committees 
and their chairmen: 
Academic Appointments Nelson C. Shafer, Jr. 


University of Connecticut 
Agricultural Marketing Victor Hawkins 


Capper Publications, Inc. 


Census Advisory Howard L. Stier 

National Canners Assn. 
Chapter Activities Kenneth F. Griffith 

Eli Lilly & Company 
Company Membership Ralph J. Dilley 

General Electric Company 
Financial 


LeRoy F. Church 

Emery Industries, Inc. 
Harry Leopold, Jr. 

John A. Roebling’s Sons 


Industrial Marketing 


Not appointed 

Lincoln H. Clark 

New York University 
Donald R. Longman 
Auantic Com- 


International Marketing 
Journal of Marketing 


Marketing Costs and 
Efficiency 


pany 
Marketing Research Everett R. Smith 


Techniques Macfadden Publications, 
Inc. 
Membership Gerald A. Koetting 


Lincoln Engineering Com- 


pany 
Joseph C. Seibert 
Miami University 


National Conference 


Nominating Thomas G. MacGowan 
Firestone Tire & Rubber 
Co. 
Personnel Placement Dik Twedt 
Kenyon & Eckhardt, Inc. 
Publications Albert W. Frey 


Dartmouth College 


Publicity and Public Paul H. Bolton 


Relations National Assn. of Whole- 
salers 
Public Utilities James R. Jones 


Texas Electric Service Co. 
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Student Marketing Clubs Arthur J. Mertzke 


Teaching of Marketing 


DePaul University 
William R. Davidson 
The Ohio State University 


Sub-committees under Teaching: 


Marketing Research 
Selling 

Advertising 

Sales Management 
General Marketing 
Retailing 


Industrial Marketing 
Foreign Marketing 


Conferences 


Program Planning 


Robert Ferber 
University of Illinois 
Milburn D. Wright 
San Jose State College 
Martin V. Marshall 
Harvard University 
Richard R. Still 
Syracuse University 
Taylor Meloan 
Indiana University 
A. Hamilton Chute 
The University of Texas 
Not appointed 

John Fayerweather 


* Harvard University 


Wenzil K. Dolva 


Western Reserve Univer- 


sity 
Alfred Seelye 
The University of Texas 


Special Task Forces and their chairmen: 


Awards 


Bibliographies 
Interest Division 
Marketing Definitions 
Marketing Pamphlets 


Howard Whipple Green 

Howard Whipple Green 
& Assoc. 

Robert Ferber 

University of Illinois 

Donald E. Megathlin 

Kendall Mills 

Ralph R. Alexander 

Columbia University 

Thomas A, Staudt 

Michigan State University 


Special Organizational Units and their Chairmen: 


Chapter Presidents 
Advisory Coundl 


Company Member Ad- 
visory Council 

Executive Advisory 
Council 


Publication Policy 
Board 


Charles W. Smith 
McKinsey and Company 
Charlies W. Smith 
McKinsey and Company 
Gordon A. Hughes 
Scott Paper Company 


Not appointed 


Research 
Executive 


Personnel (Agency) 


Season’s Greetings from R. E. P. 


THE NATIONAL REGISTRY FOR MARKETING & RESEARCH MEN 


BERT HERMAN, Director 


420 Madison Avenue 
New York 17, N. Y. 


PL-5-3918 
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International Affairs 
JANE DUSTAN, Editor 


XIth International Management Congress Sched- 
uled for Paris in June, 1957 


On June 24-28, 1957, the XIth International 
Management Congress will be held in Paris. 
France, under the auspices of the International 
Committee for Scientific Management, of which 
the Council for International Progress in Man- 
agement is the American member. Henry Luce, 
Editor-in-Chief of Time Incorporated, and Lyn- 
dall Urwick, Chairman of the British manage- 
ment consulting firm of Urwick, Orr & Partners, 
will address the delegates. Management experts 
from 27 countries will meet at the Congress. 
From the United States, John Diebold of John 
Diebold & Associates will present an interna- 
tional report on the latest developments in the 
field of automation, and Melvin Hurni of the 
General Electric Company will report on opera- 
tions research. Executives from Western Europe 
will present papers on the dissemination of top 
management principles and techniques, public 
administration, the role of market research, and 
several other subjects. 

The Council is organizing a tour for United 
States delegates attending the Congress. A series 
of shipboard management conferences has been 
planned on the SS Flandre, leaving New York 
on June 15. Peter Drucker will lead discussions 
of the American papers to be presented at the 
Congress and of some of the major questions that 
will face American managers in the next 20 
years. 

Those interested in further information on 
the Congress should get in touch with Colonel 
Philip Garey, Vice President in Charge of Oper- 
ations, CIPM, 350 Madison Avenue, New York 
a7, N. Y. 


ANNOUNCEMENT 


The International Editor would like to have 
the names of those readers who are specialists in 
a foreign language or country who would be in- 
terested in being considered for membership on 
the staff of the International Section. Duties 
would involve reviewing foreign books, maga- 
zines, and other publications and similar activi- 
ties of this nature. If you are interested in serv- 
ing in this capacity, please write the Interna- 
tional Editor, Miss Jane Dustan, Council for In- 
ternational Progress in Management, 350 Madi- 
son Avenue, New York 17, N. Y. 


STATEMENT REQUIRED BY THE ACT OF AUGUST 2%, 
1912, AS AMENDED BY THE ACTS OF MARCH &, 19388, 
AND JULY 2, 1046 (Title 39, United States Code, Section 
233) SHOWING THE OWNERSHIP, MANAGEMENT, AND 
CIRCULATION OF 

THE JOURNAL OF MARKETING, published Quarterly at 
Brattleboro, Vermont, for November, 1056. 

1, The names and addresses of the publisher, editor, man- 
oging editor, and business manager are: Pub! , American 

arketing Association, 27 Kast Monroe Street, Chicago Lil. ; 
Editor, Lincoln Clark, New York University, 115 Broadway, 
N.Y.C.; Managing editor, George Mehren, Univ. of California, 
Berkeley 4, Calif.; Business manager, Charles OC. uires, 
Age D. Richards, Inc., 10 Rockefeller Plaza, N. Y. 20, 


2. The owner ts: American Marketing Association, 27 
East Monroe Street, Chicago 3, Minolta. 

8. The known bondholders, mortgagees, and other security 
holders owning or holding 1 percent or more of total amount 
of bonds, mortgages, or other securities are: None. 

4. Paragraphs 2 and 3 include, in cases where the etock- 
holder or security holder appears upon the books of the com- 
peny as trustee or in any other fiduciary relation, the name of 
he person or corporation for whom such trustee is acting ; also 
the statements in the two paragraphs show the affiant’s full 
knowledge and belief as to the circumstances and comlitions 
under which stockholders and security holders who do not ap- 
pear upon the books of the company as trustees, hold stock and 
securities in a capacity other than that of a bona fide owner. 

CHARLES ©. SQUIRES, Business 
THE JOURNAL OF MARKETING 
Sworn to and subscribed before me this 18th day of No 
vember, 1956. 
THOMAS G. DILLON 
Notary Public, State of New Y 
comm iasion expires March 80, 1958.) 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLVI December 1956 Number 5 


ARTICLES 
A Macroeconomic Theory of Wages Sidney Weintraub 
Fiscal Policy in the “Thirties: A Reappraisal E. C. Brown 
A Rehabilitation of Export Subsidies J. Wemelsfelder 
A Theory of the Low-Level Equilibrium Trap R. R. Nelson 
Theory of the Reluctant Duelist Daniel Ellsberg 
Malthus on Money Wages and Welfare W. D. Grampp 


The Soviet Textbook on Economics T. Surdnyi-Unger 
Patinkin's Monetary and Value Theory William Fellner 
Survey of Ceylon’s Consumer Finances M. G. Reid 


Review of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


THE 1955-56 PROCEEDINGS 
of the Business and Economic Statistics Section 
of the American Statistical Association 
include a wealth of information, presented by outstanding authorities, designed to help deal with 


problems confronted by business economists and business statisticians in their day-to-day ac- 
tivities. 


HOW STABLE THE ECONOMY? 


Criteria for Private Debt @ The Role of SUB © Costs and Prices @ Productivity Cycles 
© Stability vs Instability 


LONG-TERM GROWTH 


Financial Implications ¢ Measuring Growth Potentials @ Projections Critically Ap- 
praised 


PROGRESS IN BUSINESS STATISTICS 


Im of Electronic Computing @ Flow of Funds ¢ Labor Turnover @ Consumer Price 
Indexes @ An Integrated Federal Program 


FORECASTS AND FORECASTING 


The Business Outlook @ Demands for Durable Goods @ Forecasting in Industry ¢ The 
Stock Market 


The material contained in the Proceedings reflects the current state of thinking on questions 
which are not only of continuing interest to the academician but are crucial also in shaping de- 
cisions in business and Government. The price is $3.75, ($3.25 for members of the American 
Statistical Association). Copies of the 1954 Proceedings may be obtained for an additional charge 
of only $1.00 if ordered in conjunction with these Pr ngs. Please address orders to the: 


AMERICAN STATISTICAL ASSOCIATION 
Beacon Building 1757 K Street, N. W., Washington 6, D. C. 
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REVIEW ARTICLES 


Two Books That Deserve Your Consideration . . . 


BUSINESS FLUCTUATIONS AND FORECASTING 
By Cart A. Dauten, Ph.D. 


Here is a new type of book devoted to theory and practice. It gives the prospec- 
tive businessman the information he needs about business fluctuations and the 
practical methods of forecasting them. The logical arrangement of the contents 
lus a lucid style of writing enhances its appeal. It is already adopted in many 
eading universities where it has proven to be most satisfactory. 


~ 


BUSINESS POLICIES AND MANAGEMENT 
Third Edition—By H. Newman, Ph.D. 


This book deals with the analysis of business problems, the formation of poli- 
cies, and the putting of policies into practice. It is designed to develop the ability 
and the balanced judgment that is necessary to apply to real business situations the 
specialized principles and techniques covered in other courses. Cases are given 
with each chapter. 


SOUTH-WESTERN PUBLISHING CO. 


Specialists in Business and Eco ic Education 
New Rochelle, N. Y. Chicago 5 San Francisco 5 


Trends in Employment 
in the Service Industries 


BY GEORGE J. STIGLER 


The author presents and analyzes employment trends since 
1870 in the service industries, in which he includes trade, 
finance, real estate, the professions, domestic and personnel 
service, government, and other related occupations. Professor 
Stigler combines scholarship of a high order with a graceful 
style in showing that these service industries have had a sub- 
stantially unbroken growth relative to the total labor force in 
the United States. Published for the National Bureau of Eco- 
nomic Research. 180 pages. Charts. $3.75 


order from your bookstore, or 


PRINCETON UNIVERSITY PRESS, Princeton, New Jersey 
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Time is on | your side 


when you use Workman’s Market and 


Media Research Tabulating 


Workman's night and day service seven days a week helps you beat those 
deadlines. Have complete, latest IBM equipment plus competent technicians 
to do any and all types of electronic punch card computing. Here’s how we 
can help you: 

QUESTIONNAIRE ANALYSES. Com- MEDIA ANALYSES. For only the cost of 
plete assistance in questionnaire design, tabulating, our Statistical Library Card 
composition, printing, coding, editing, tab- File can give you the county circulation 
ulating, calculating, and typing. Equip- 


ment includes 101 electronic printing sort- 
ers-and 407 alphabetic tabulators. 


WORKMAN SERVICE, INC. 


Chicago *« WHitehall 4-6255 + 320 North Dearborn St. 
Los Angeles « TRinity 9883 « 731 South Spring 


Other offices in Minneapolis and New York 
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— Outstanding MEGRAW-HILL— 


Companion Volumes 


Modern Marheting 4. Modern Aduertising 


by HARRY W. HEPNER Busines Administration 


*— MODERN MARKETING —+ 


Dynamics and Management 


612 pages, $6.00 


This stimulating and easy-to-read book orients the student to the field by 

ing his awareness of the ways in which the principles of marketing function in new 

circumstances. Emphasis is on the dynamic influences of marketing—the basic 

trends and influences that bear on marketing practices. It develops ar appreciation 

of the problems of management by integrating student thinking into the larger . 
framework of management's thinking, policies, and programs. Each chapter opens 

with a statement of several marketing principles important in this era of business 

change. Illustrations with human interest—such as cartoons—enliven the text. 


STUDENT WORKBOOK—72 pages, $2.00 


*— MODERN ADVERTISING 


740 pages, $6.75 


This companion volume to the above MODERN MARKETING is a thorough re- 
vision oi the author's EFFECTIVE ADVERTISING. Virtually every page has 
been rewritten and each chapter checked by an expert in the advertising profes- 
sion. It is an unusually complete treatment of methods and techniques based on 
intensive consumer analysis, giving information needed to do the entire advertis- 
ing job . . . from consumer research to copywriting, from readership surveys to 
product design, from media to layout. Step by step this practical reference book 


McGraw-Hill Book Company, Inc. 


330 West 42nd Street New York 36, N. Y. 
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! 
! 
! 
! 
1 covers prospect, product and market, showing how the advertiser can approach 
; his problems most effectively. 
! STUDENT WORKBOOK—80 pages, $2.00 
copies on 


